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in the Court of Appeals of the District of Columbia. 

No. 2116. 

Mytton Maury et al., Appellants, 

Frank H. Hitchcock, as Postmaster General of the United States. 

" Supreme Court of the District of Columbia. 

At Law. No. 52210. 

**£oV*rs fa*- 

a. Ti,.rpS„', w. t .*° & 

F “ hK H, " HC0CK - “ »' “» 

United States op America, 

District of Columbia, ss: . 

Columbia, at the* City^f WashingfoT^s V^ni- the District of 
hereinafter mentioned, the following papere'were^fi?^’ at j the times 
mgs had in the above-entitled cause 8 to wit. fi d and P rocee<J - 

^ Petition. 

Filed December 10, 1909. 

In the Supreme Court of the District of Columbia. 

At Law. No. 52210. 

M\tton Maury, Thomas E Irvinf n t \\t 

R. Andeia, W. f: S'o U A 

A. w. T. March, and 

” Hm “ COCK ” ss- - 

!— 2116a" lngt ° n As ' SOciation - The Wellington Develop- 
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ment Company and The Wellington Investment Company are cor¬ 
porations respectively organized under the laws of the Territory of 
Arizona, and the said corporations constitute what is commonly 
known and designated as The Wellington System. 

2. That The Wellington Association aforesaid maintains a busi¬ 
ness office in the City of Boulder and State of Colorado, and acts as 
the fiscal agent of The Wellington Development Company and The 
Wellington Investment Company aforesaid. 

2 3. That W. W. Degge is the President and Business Man¬ 
ager of each of the said corporations and resides in the City 

of Boulder, in the State of Colorado, aforesaid. 

4. That Mytton Maury who resides in the State of New York, 
and John A. Webber who resides in the said City of Boulder, Colo¬ 
rado, Petitioners above named are respectively Directors of The 
Wellington Association aforesaid, O. J. Watrous, petitioner above 
named, who resides at the said City of Boulder, Colorado, is a 
Director of The Wellington Development Company aforesaid and 
Thomas E. Irvine, petitioner above named, who resides in the said 
City of Boulder, Colorado, is a Director of The Wellington Invest¬ 
ment Company, aforesaid. 

5. That all of the petitioners are and were at the time of the acts 
herein complained of, citizens of the United States, residing in 
various states, and are, and were at such times, stock-holders in one 
or more of the respective corporations above mentioned, more than 
one hundred (100) of them being stock-holders in The Wellington 
Association aforesaid, more than nine hundred of them stock¬ 
holders in The Wellington Development Company aforesaid am? 
more than eight hundred (800) of them being stock-holders in the 
Wellington Investment Company aforesaid. The names of your 
petitioners, other than those whose names are above set forth, are 
contained in a list hereto attached marked Exhibit “A” and made 
part hereof. 

0. That the Respondent, Frank 11. Hitchcock is and was at the 
time of the acts herein complained of, the duly appointed, 

3 qualified and acting Postmaster General of the United States. 

7. That some time in the year A. D. 1905 complaint was 
lodged by some person to the said petitioners unknown, in the Post 
Office Department of The United States, containing charges against 
the aforesaid W. W. Degge, the nature of which is to the aforesaid 
petitioners unknown, and the said charges were filed numbered and 
designated as case Number 61,995-C, and were on the thirty-first 
day of July, A. D. 1905, referred to the then Chief Inspector of the 
Post Office Department aforesaid, residing at the City of Denver 
in the said State of Colorado, for investigation. 

8. That from time to time thereafter various items of informa¬ 
tion in relation to the aforesaid Wellington Association and other 
corporations managed by the said W. W. Degge, and their business, 
were requested of the aforesaid W. W. Degge bv the aforesaid Chief 
Inspector at Denver, Colorado, and were furnished by the said W. W. 
Degge as requested. 

9. That on, to-wit, the twenty-first day of January, A. D. 1909, 
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analifiJ^ rec !? 0n ,° f G 1? rge Vou L - Meyer, then the duly appointed 

£2 W w n! P0StmaS t r , General of United States Se 

United Qtnt- * -P e £ ge C1 * e< ^ to answer a charge of using the 
United States mails in a scheme to defraud, and to show cau^whv 

o/the^Jw Ir tr !h “p 1 whioh said «tation was servS 
in the State of CWcES ?& 

I 909 , and the fifteenth day 

4 lowing fonn!'t®wit erCOf ' <U ’ d C,tat,on he " 1 * in the fo1 ' 

Post Office Department. 

Office of the Assistant Attorney General, 

\v nr r\ ,, , ^ ashington January 21, 1909 

W. W. Degge, Boulder, Colorado. 

fhfroo. Kl ) le,, ; K ' < ! herewith is a memorandum outlining oertain 

£5 s i SSS 

“ C ° PV ° f which is also sent herein. It white 

SfS£i! h ' 'r 'i“ ib « — -in 

P y nr ^ ntlng> 11 ma y be forwarded by mail, or you mav 

5 S"the n" Pe vT° n °i by a “ orne .V at that time and supple^ 
nent the same by oral argument. Should you fail to make 

di.p<j n .7r n “* ’ in h s 

Respectfully, r p GOODWIN, 

Assistant Attorney General . 

,„!5 T* lat accompanying the said citation was a written memoran¬ 
dum of the charges in said citation referred to which said Xmo 
randum was in the following form, to-wit. memo " 

Post Office Department, 

Office of the Assistant Attorney General, 

Washington, January 21, 1909. 

Memorandum for the Assistant Attorney General. 

In re W. W. Degge, Boulder, Colorado. 

This pemm is operating a scheme for obtaining money through 
the mails by means of false and fraudulent pretenses, represenfa- 



4 


MYTTON MAURY ET AL. VS. 


tions and promises. Said scheme in a general way is about as fol¬ 
lows: 

He has created a Wellington Association, which he controls 
and dominates, and of which he is the owner except small in¬ 
terests in some other parties. From time to time he creates 
various other concerns, all of which he also controls and domi¬ 
nates. The stock of these various subsidiarv concerns he sells 

%/ 

through the mails to the public at various prices under par, 
using for the purpose great quantities of printed adver- 

6 tising circulars, therein falsely pretending that with the 
funds to be obtained from sale of such stock said companies 

will be developed into mining and other enterprises of great value 
and profit, and many other false statements. The funds obtained by 
such sale of stock he diverts to his own enrichment by various meth¬ 
ods, such as by sale of property from said Association to the subsid¬ 
iary company, by contracts for commissions to said Association for 
selling stock, and by various other methods. 

In the operation of this scheme he is getting mail as The Welling¬ 
ton Association, The Wellington Development Company, The 
Wellington Investment Company, The Wellington System, and also 
in his own name, W. W. Degge. 

I recommend that a fraud order be issued against him and these 
addresses. 

P. V. KEYSER, 
Assistant Attorney. 

11. That in response to the citation aforesaid the said W. W. 
Degge, together with his counsel, 0. A. Erdman of Denver, Colo¬ 
rado, appeared at the time therein fixed, before R. P. Goodwin, Es¬ 
quire, Assistant Attorney General for the Post Office Department of 
the United States, and showed good and sufficient cause in writing 

whv a fraud order should not be issued, as mentioned in the said 
«/ 

charges and citation. 

12. That upon the said hearing no witnesses were sworn nor was 
any sworn testimony of any kind taken or considered, either in sup¬ 
port of or in opposition to the said charges by the said R. P. Good¬ 
win, but the onlv so-called evidence then and there consid- 

7 ered by the said R. P. Goodwin consisted of the printed and 
published advertisements of the said W. W. Degge and 

printed circulars issued by him at various times, together with state¬ 
ments alleged to have been made by the said W. W. Degge on the 
eighteenth day of November, A. D. 1908 to Inspectors Birdseye and 
Durand of the said Post Office Department and taken down in 
writing; also a printed report contained in a circular headed “Suc¬ 
cess” of an audit of the books of the aforesaid and other corpora¬ 
tions made by The Continental Audit Company of Denver, Colorado, 
as of the thirtieth day of June, A. D. 1908, which said circular was 
issued by the said W. W. Degge from Boulder, Colorado, in the 
month of November, A. D. 1908, and is marked Vol. V. No. 8; also 
a report in writing made by the said Inspectors Birdseye and Durand, 
purporting to contain the result of an examination made by them in 
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keDU^t.hrnffiV f f^ Ven ‘^MV VL 1908) of the books and records 
CoWado h ^ ° f he Sald VV ' " ' DegRe at the said <% of Boulder, 

W 1 W T n at ""''I " f - ew of the ^dements made in writing bv the said 
U \\.Deggeshowing eausc os aforesaid why a fraud order should 
mt 1)C issued in the said matter were then, or at any time thereafter 
considered by the said R. P. Goodwin, and the said W W Degge 

Sfd R n P h rT^ ,P ° n le sa j d liemi, ! K f ,ro<lu<,C(1 «nd submitted to the 

S 5- leitfr deed nS ,f V, l e 'T e - “ h>t / C number " f exhibits consist- 
mg ot letters, deeds, declarations of trust, certificates of sale se- 

cun ties and other documents, all of which were then and 

8 there wholly ignored by the said R. P. Goodwin, and were 

i i n', c ' ei 1( ‘ n nor thereafter considered by him 

4. That upon the completion of the said hearing the said R P 

Goodwin took the .said matters under advisement, and thereafter' 

wards, under .late of March 8th, A. D. 1909, prepared and sJibmhted 

ir.T and conclusions thereon to the aforesaid Frank H 

in!/ too'iei P< ? s,nmster . 0eneral «•“ aforesaid, a memorandum in writ- 
ng too lengthy to lie incorporated in this petition, containing state¬ 
ments and deductions drawn in detail fron! the Called evident 
a. afoiesaid considered b v him, and reported as his conclusions in 
j, "' 1101 ' the said Frank H. Hitchcock, that the said W W 
Degge under his own name, and also under the general names of 

panv The'Well' A f° elatlon ’ Th c Wellington Development Com- 
panj, The Wellington Investment Company and The Wellington 

Svstem, was engaged in operating and conducting a scheme forob- 

taining money through the United States mails bv meaas of fate 

® nd promises - hi violation 
United Stnt, 9-9 t d SeCtl0n J t 04 , 1 of the Revised Statutes of the 
lie S/ w W w ,* at a fra,,d order he issued against 

^"7^ wT any ,’ T « 6 } VelIington Investment Companv 
as Li ll h . " c'hnstnn System, and their officers and agents 
Pete, a' PJ’nhth't’ng the Postmaster at the said city of Boulder 
Colorado, from delivering any mail received at the Post Office in’ 
the said City of Boulder, Colorado, to any of the aforesaid persons or 

9 saTR n, p n p ", h,eh S8id 'nsmorafidum was signed Z the 
said R. P. Goodwin as such Assistant Attorney General and 

,, ", as *h e " and ‘here delivered to the said Frank H Hitchcock 
Postmaster General as aforesaid. "cock, 

15. That thereafterward the said Frank H. Hitchcock as Post 
master Genera of the United States, adopted and eonfinhed tht 
aforesaid so-called findings and conclusions of the said R P Good- 
uin so as aforesaid reported to him, the said Postmaster General 
without any notice to the said W. W. Degge or to anv of the XL’ 
stud corporations, or any of the petitioners herein, and without anv 
hearing of any objections thereto, and thereupon, to-wit on the 
twenty-ninth day of March. A. D. 1909, the said Frank H Hitch 
cock as Postmaster General of the United States, issued and trans-‘ 
mittedI to the Postmaster at the said city of Boulder, Colorado an 
Executive order in the words and figures following, to-wit: ’ 
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“Post Office Department, 

Washington. 

Order No. 2170. 

It having been made to appear to the Postmaster General, upon 
evidence satisfactory to him, that W. W. Degge, The Wellington 
Association, The Wellington Development Company, The Welling¬ 
ton Investment Company and The Wellington System, and their 
officers and agents as such, at Boulder, Colorado, are engaged in con¬ 
ducting a scheme or device for obtaining money through the mails 
by means of false and fraudulent pretenses, representations 

10 and promises, in violation of the act of Congress entitled “An 
act to amend certain sections of the Revised Statutes relating 

to lotteries, and for other pur])oses." approved September 19, 1890— 
Now, therefore, bv authoritv vested in him bv said act, and bv the 
act of Congress entitled “An act for the suppression of lottery traffic 
through international and interstate commerce and the postal serv¬ 
ice, subject to the jurisdiction and laws of the United States/' ap¬ 
proved March 2, 189”), the Postmaster General hereby forbids you to 
pay any Postal Money Order drawn to the order of said party and 

concerns, and vou are herebv directed to inform the remitter of anv 

7 

such postal Money Order that payment thereof has been forbidden, 
and that the amount thereof will be returned upon the presentation 
of the original order or a duplicate thereof applied for and obtained 
under the regulations of the Department. 

And you are hereby instructed to return all letters, whether regis¬ 
tered or not. and other mail matter which shall arrive at your office 
directed to the said party and concerns, to the postmasters at the 
offices at which they were originally mailed, to be delivered to the 
senders thereof, with the word “Fraudulent” plainly written or 
stamped upon the outside of such letters or matter, provided, how¬ 
ever, that where there is nothing to indicate who are the senders of 
letters not registered, or other matter, you are directed in that ease to 
send such letters and matter to the Division of Dead Letters 

11 with the word “Fraudulent” plainly written or stamped 
thereon, to be disposed of as other dead matter under the laws 

and regulations applicable thereto. 

(Signed) F. H. HITCHCOCK, 

Postmaster General. 

To the Postmaster, Boulder, Colorado. 

(Case # 61995-C.)” 

16. That as the effect and result of said order, the said Mvtton 
Maury, petitioner as aforesaid, is wholly and effectually prevented 
from communicating by means of the United States mail with the 
said W. W. Degge or The Wellington Association aforesaid in re¬ 
lation to the business affairs of the said Corporation, and the said 
Thomas E. Irvine, O. .T. Watrous and John A. Webber, petitioners. 
Directors as aforesaid, respectively, are wholly and effectually pre¬ 
vented from receiving any communications through the United 




frRANK H. HITCHCOCK, BTC. J 

*• “i 1 <*»»' b ° ,im «'. 're™ uiiv 

«»S ?„ ot™v,,S'zz m r*r d fr ' ,m 

Sji»»vtfass fiixir* - « 

^^^AsasraiM as 

12 sSs-sssaTSii*a: 

£8£ 

Corporations is or was aT anv of !l,! ,i ' D f* e "T an V « f ‘he said 

tete ass «stes & 

of the United States whatever ’ proh,b,ted b >’ an y * a 'v 

tendinJtoshoVSat either the «aid'w C \v 0 Vp <?>iCriptiou ’ sho, Y in g or 

corporations was or CZJiAJrfft w , an >’ of *? said 
in section ,3929 or section 4(&f n f o • , ^ p 4 ractlces mentioned 

States aforesaid, waTever brmX o h'?/' ^ tutes ? f the United 
the said Frank H. Hitchcock 8 Postmi*er' p ntlon , or knowledge of 
submitted to him at any time •’ neither ? , ( ( ,ener «l as aforesaid, or 
said Frank Ii. Hitchcock p ’ fnin ! /i' as 1 . made to appear to the 

evidence whatsoever, that either the said"\?°W n nforesa * d > on an y 
said Corporations has or lm» i l f . W ' D ®«g e or a ".V of the 
prohibited bv the Postal I aws of tli« r^I' !''’ KaKe< ‘ > n any business 

device for obtaining mono^v ?d Sti,tes l or f".v scheme or 

United States mails bv means of fnK f an , y , kmd th 'ough the 
resentations or promises as defined i f r i n *' , u ent pretenses, rep- 
section 4041 of X Stahls ef ,T C 0 T rth ' n section 3929 or 

stibmittbd' to or p 

and conclusions reported bv the said R P Pond'®- n t ] le dntJln P 
Frank H. Hitchcock as aforesaid and th^' sSd Cs -° ^ 

insufficient in the law to constituie any tleme or devf^ 
tmmng money through the United States mails bv means of fate 
and fraudulent pretenses, representations or promise within fh! 
meaning of section 3929 or section 4041 nf p • \ witmn the 

the United States aforesaid! oTanv ht 

said Postmaster General to issue the order herein complaTn^dof! 
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20. The petitioners herein further show to the Court that as 
Stockholders in the aforesaid Corporations respectively, none of them 
have done anything unlawful in the prosecution of their business, 
neither have any of them used nor are any of them using the United 
States mails for the transportation of anything vicious, dangerous, 
corrupting or immoral, nor anything justifying the Post Office De¬ 
partment of the United States in refusing to deliver any communi¬ 
cations whatsoever sent through the United States mails which any 
of them have sent or may hereafter send, postage prepaid, addressed 

to the aforesaid Corporations respectively, or the officers or 

14 agents thereof as such, and particularly to the said W. W. 

Degge, at Boulder, Colorado, but the said petitioners and each 

of them are advised and believe that they have the legal and Con¬ 
stitutional right, upon prepayment of lawful postage, to have any 
and all such communications before referred to transported by 
means of such mails and delivered to the said W. W. Degge, or to 
the aforesaid Corporations respectively, their officers or agents as 
such at the said City of Boulder, Colorado, whenever the same are 
properly addressed, postage prepaid and deposited in the mails for 
that purpose, and the aforesaid order operates to deprive the said 
petitioners and each of them of their lawful Constitutional right to 
the use of the said mails for the purposes aforesaid, in violation of 
the Constitution and laws of the United States and particularly of 
Article 4 and Article 5 of the amendments to the Constitution of 
the United States aforesaid. 

21. And the said petitioners further show to the Court that many 
of them, since the issuance of the order aforesaid herein complained 
of, have deposited in the United States mails sundry and divers 
letters, postage prepaid, addressed to the said W. W. Degge and to the 
Corporations aforesaid respectively, at the said City of Boulder in 
the State of Colorado aforesaid, none of which contained anv matter 
forbidden by law, but the Postmaster at the said City of Boulder, 
acting by the direction and order of the said Frank H. Hitchcock, 
hereinbefore set forth and complained of, unlawfully and in viola¬ 
tion of Article 4 of the Amendments to the Constitution of 

15 the United States aforesaid, has unlawfully seized the said 

letters at the said City of Boulder, Colorado, and has stamped 

them with the word “Fraudulent” upon the envelope in which the 
same were respectively enclosed, and has returned the same to the 
writers thereof respectively, and has thereby unlawfully deprived 
the writers thereof of the use and facilities of the United States mails, 
without due process of law and in violation of Article 5 of the amend¬ 
ments to the constitution of the United States aforesaid, and still 
continues so to do. 

22. And the petitioners herein further show to the court that on or 
about the first day of June, A. D. 1909, the said petitioners pre¬ 
sented to the said Frank H. Hitchcock, Postmaster General of the 
United States as aforesaid, their petition in writing respectfully 
setting forth the injuries hereinbefore complained of, and respect¬ 
fully praying the said Postmaster General to forthwith annul and 
set aside the said order hereinbefore complained of, but the said 




frftAttlt H. HITCHCOCK, BTC. 9 

,r,'™,;:r,‘r G '5" 1 "' *« «»#* s«». » 

S’iSSfs 253 z€t:9;")r ^ * 

S3f£SrS#^2gS 

t fSir 

18 ,hf, 3 K The petition , ers . here in further show to the court that 

"m?«r °' *™' 

fe&frjS •<'cffiS’h.lsr«.srsi KfiSf 

in Ihe matters aforesaid, together ndth'all d^T^nftjdiibifc 'Ufa 

«f .I.. *ctmf ,:'iTr'.rL“i„™ it V 

sa»^s-SSS 

the hearing itrf1Ka^to ,l BSSSe ,l S!lS 5 KhS 

5S ^ a r a.-?6SS3 

And the Petitioners will ever pray. 

0. A. ERDMAN, 

Attorney for the Petitioners. 

State of Colorado, 

County of Bould,er, ss: 

17 rxJ*' ^ Erdman being first duly sworn, upon his oath de- 
11 poses and says that he is the Attorney for the Ltftion^l 
i named and_designated in the foregoing petition’ That he 
^. a ® re^ the foregoing petition and knows the contents thereof Md 

cdge andThef* aceordin g t0 ‘he best of his information, know! 

0. A. ERDMAN. 

A S D. b 190^ d and S ” ° rn ‘° bef ° re me this 29,h da -v of November 
My commission expires Sept. 13th, 1913. 

f SEAL ’1 LESTER J. MOULTON, 

Notary Public. 


2 — 2116 a 
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Rule to Show Cause. 

Filed December 10, 1909. 

Tn the Supreme Court of the District of Columbia. 

At Law. No. 52210. 

Mytton Maury, Thomas E. Irvine, 0. J. Watrous, John A. 
Webber, J. R. Anders, W. J. Marion, O. M. Webster, C. S. Clason, 
A. S. Stewart, H. C. Sargent, F. E. Ray, Sarah II. Woolston, John 
A. Thompson, W. T. Marsh, and 1340 Others, Petitioners, 

vs. 

Frank H. Hitchcock, as Postmaster General of the United States, 

Respondent. 

Upon the petition filed herein it is this 10th day of December, 
A. D. 1909, ordered: 

18 That the respondent show cause, if any he has, before this 
Court on Wed., December 15, A. D. 1909, at the hour of 10 

a. m., why the prayer of said petition for a writ of certiorari should 
not be granted; provided a copy of this order be served upon the 
said respondent on or before December 11th, A. D. 1909. 

WRIGHT, Justice. 

Marshal's Return. 

Served copy of within order on Frank Hitchcock, Postmaster 
General of the United States, personally. 

Dec. 10, 1909. 

AULICK PALMER, Marshal. 

S. 

Order Extending Time for Filing Answer. 

Filed December 15, 1909. 

In the Supreme Court of the District of Columbia. 

At Law. No. 52210. 

Mytton Maury et al., Petitioners, 

vs. 

Frank H. Hitchcock, Postmaster-General of the United States. 

It is this 15th day of December, A. D. 1909, 

19 Ordered: That the time for the respondent to file his 
answer to the rule to show cause issued herein on the 11th 

dav of December, A. D. 1909, be and the same is hereby extended to 
the 18th day of December, A. D. 1909. 
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I ^ u jtlier ordered: That the hearing on the said petition filpd 
herein and the said answer to the rule to show cause be aC th™« 

1S By^th^Court * 16 December, A. D. 1909. 


WRIGHT, Justice. 


Answer. 


Filed December 20, 1909. 

In the Supreme Court of the District of Columbiu. 

At Law. No. 52210. 

Mytton Maury et al., Petitioners, 

VS 

Frank H. Hitchcock, Postmaster General of the United States 

Respondent. 9 

United r St«t« <,C 0 " t ’ '•‘n" k H Hitchcock, Postmaster General of the 
l nitcd States, especially reserving U nto himself all benefit of anv 

‘20 u P t,0 'i <he uncertainties and defects of the petition filed 
herein, and to the lack of jurisdiction of this eourtover him 
to grant the writ of certiorari to compel him to certify 
records and documents referred to in said petition to this cour^and 
of the Jack of jurisdiction of this court to review the matter o^d 
upon by this respondent involving the exercise of bi<s imlrrm*.!* a 
discretion, and objecting to the hfck of uriXtiont SeTr wS 
th« respondent ,,, the course of his J administrative duU^ Ind 

'"LT/Fk 1 "* ft* 6 failur " of thv *> id bill to show any riS 
on the part of the petitioners to the relief therein prayed for and ob 

tvenh ? f *?"* 0,1 1,ehalf ° f the P etidonc - tomaintrin 
lion, says': ^ f ° r answer unto *» id rule and the said peti- 

1, 2 & 3 That lie is advised that the allegations contained in the 

i^e’ r,?f < m "V h ' rd P ara S I 'aphs of the petition are substantially 
tnie, but for want of personal knowledge can neither admit nor denv 

thereof" 6 ’ ^ ™ fHr 88 '* n,ay bc materifl '» calls for strict prooif 

4 & 5. This respondent l„a< no personal knowledge of the aliena¬ 
tions contained in the fourth paragraph, nor of the allegations con¬ 
tained in the fifth paragraph of the said petition, and so far as the 
same may be material, calls for strict proof thereof. 

b. this respondent admits the allegations of the sixth naraeranh 
of said petition, that he was duly appointed, qualified, and is now 
acting as Postmaster General of the United States. 

,. Answering the seventh paragraph of the said petition this re- 

21 ®P? ndent sa / s ‘bat he is infonned that some time prior to 

21 this respondent s becoming the Postmaster General of the 

t nited States, there was a complaint lodged in the Post Of- 

nrt thTin' l0ll, A° f K he 1 n,ted Stetes > a K ains ‘ the said W. W. Deggc 
and that the said charges were referred to the proper authorities of 
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the Post Office Department, for investigation, but this respondent 
says that owing to the fact that many of the papers and records of the 
case now under consideration are not at present on tile in the office 
of this respondent at Washington, District of Columbia, but are on 
file in the office of the Post Office Department at Denver, Colorado, 
this respondent cannot at the present time more fully answer the 
allegations of the said seventh paragraph, and so far as the same may 
be material, calls for strict proof thereof. 

8 . Answering the eighth paragraph of the said petition, this re¬ 
spondent is advised that the allegations therein contained are true. 

9. This respondent admits the allegations contained in the ninth 
paragraph of the said petition, that on the twenty-first day of .Janu¬ 
ary, 1909. by direction of George von L. Meyer, the then duly ap¬ 
pointed and qualified Acting Postmaster General of the United 
States, the aforesaid W. W. Degge was cited to answer a charge of 
using the United States mails in a scheme to defraud, and to show 
cause why a fraud order should not issue; and that, said citation was 
duly served on the said W. W. Degge by the Postmaster in the city 
of Boulder, in the State of Colorado, on or about the twenty-fifth day 

of January, 1909, and that the fifteenth day of February, 

22 1909, was then fixed for hearing thereof. This respondent 
further says that he believes that the copy of the said citation 

set out in said ninth paragraph is a true copy, but for more certainty 
refers to the original of the said citation, and calls for production 
thereof. 

10. Answering the tenth paragraph of said petition, this respond¬ 
ent admits that accompanying said citation there was a written 
memorandum of the charges in said citation referred to, which said 
written memorandum fully set out and apprised the said W. W. 
Degge of the charges and complaints against him. the said Degge, 
and fully apprised him of the charges and matters to be considered, 
and which were eventually considered by this respondent in issuing 
the fraud order herein complained of. This respondent further 
says that he believes that the copy of the written memorandum of 
charges, as set out in said petition, is a true copy of the original of 
the said memorandum, but for more particularity refers to the 
original memorandum received by the said Degge. and calls for 
production and proof thereof. 

11. Answering the eleventh paragraph of said petition, this re¬ 
spondent admits, in response to the citation aforesaid, that said 
W. W. Degge accompanied by his duly authorized counsel, O. A. 
Erdman. appeared in person, in pursuance to said citation, before 
the Honorable B. P. Goodwin, Assistant Attorney General for the 
Post Office Department of the United States, on the fifteenth day of 
February, 1909,but this respondent denies that the said W. W. Degge 
showed good and sufficient cause in writing why a fraud order should 
not be issued as mentioned in said charge and citation. This re¬ 
spondent further says that the said W. W. Degge, although 

23 given a full and ample opportunity to file a written justifi¬ 
cation to the charges set out in the said citation, wholly failed 

in every particular to rebut, justify, or show any excuse whatsoever 
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contained; that the facts shown by the evidence in support of the 
charges were not contradicted nor rebutted in any particular; that 
the evidence was amply satisfactory to the Assistant Attorney Gen¬ 
eral and to this respondent; that the charges were sustained, and 
further this respondent says that although a hearing was duly had 
and full opportunity given to rebut the charges, that such hearing 
was not accorded the said Degge as a matter of right, but one of 
grace, in that there is no law requiring a hearing in cases of this 
character, but the only requirement of the law is that the evidence in 
support of the charges shall be satisfactory to the Postmaster General. 

16. Answering the sixteenth paragraph of said petition, this re¬ 
spondent says that the effect and result of the said order is shown by 
the terms thereof, a copy of which said order is filed with this answer, 
marked Respondent’s Exhibit A, and prayed to be read as part 
hereof. Answering the remaining allegations of said paragraph, 
this respondent says that they contain mere conclusions of law, 
which he is advised he is not called upon to answer. 

17. This respondent denies that the business in which the said 
corporations and each of them and the said W. W. Degge as Presi¬ 
dent and Manager of each of said corporations, were engaged at the 
time the order complained of was issued, and in which they had for 
some time theretofore been engaged, was a legal investment busi¬ 
ness in lands, irrigation ditches, irrigation reservoirs, mining 

30 property, corporate stocks, securities, and the like; and this 
respondent denies that neither the said W. W. Degge nor any 

of the said corporations is or was at any time not engaged in any 
business of practices forbidden by Section 3929 and Section 4041 
of the Revised Statutes of the United States, or prohibited by any 
law of the United States. 

This respondent avers that in truth and in fact the said W. W. 
Degge was, at the time of the issuance of the said fraud order by this 
respondent, and for a long time prior thereto, operating a scheme for 
obtaining money through the mails by means of false and fraudu¬ 
lent pretenses, representations and promises; that the said scheme, as 
will appear to be more fully set out in the report of R. P. Goodwin, 
Assistant Attorney General, filed herewith, and marked Respond¬ 
ent’s Exhibit A, which said report is prayed to be read as a part of 
this paragraph, was carried on by the said W. W. Degge in sub¬ 
stance as follows: 

That he, the said W. W. Degge, created a “Wellington Associa¬ 
tion,” which he controls and dominates, and is the owner of said 
company, except for some small outstanding interest in other parties, 
whom he also controls; that from time to time the said Degge created 
various other concerns, all of which he controls and dominates, these 
other concerns being termed the “Wellington Development Com¬ 
pany” the “Wellington Investment Company” and the “Wellington 
System”; that the stock of these various subsidiary concerns the said 
Degge sold through the mails to the public at various prices under 
par, using for the purpose great quantities of printed advertising 
circulars, therein falsely pretending that with the funds so 

31 obtained from the sales of such stock the said companies 
would be developed into mining and other enterprises of 
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eral, herein referred to, and prayed to be read as a part hereof, that 
he found and avers the fact to be that the said scheme of the said 
Degge and the said Corporations as appears from the Respondent’s 
Exhibit A filed herein, was a scheme for obtaining money through 
the mails by means of false and fraudulent pretenses, representations 
and promises, and that the said Degge and the said corporations 
had for a long time prior to said order been engaged in said business 
prohibited bv the postal laws of the United States and in a scheme or 
device for obtaining money by means of the mails of the United 
States, as prohibited by statute, as is more fully set out in this answer 
and in the Respondent’s Exhibit A filed herein and prayed to be 
read as a part hereof. 

This respondent further says that the matter of deciding w’hether 
or not the said scheme set forth in this answer is one against which 
a fraud order should issue, is committed by law to his judgment and 
determination, and that in determining the said matter the discretion 
vested in him is not reviewable by the court. 

19. Answering the nineteenth paragraph of the said petition, this 
respondent denies that the facts shown by the evidence submitted 
to and considered by the said R. P. Goodwin, Assistant Attorney 

General, in pursuance to the authority vested in him as set 

34 out in the eleventh paragraph, and reported by him to this 
respondent, upon which this respondent is alleged to have 

acted in issuing the said order, are wholly insufficient in law to 
sustain the findings and conclusions in said paragraph referred to. 
This respondent further denies that the said facts are wholly in¬ 
sufficient in law to constitute any scheme or device for obtaining 
money through the United States mails by means of false and fraud¬ 
ulent pretenses, representations, and promises, within the meaning 
of Section 3929 and Section 4041 of the Revised Statutes of the 
United States, or of any law’ whatsoever authorizing this respondent 
to issue the order complained of in said petition. 

On the contrary, this respondent says that the evidence adduced 
as aforesaid was undeniably and without question so clear and con¬ 
vincing to the mind of this respondent and to the mind of the said 
R. P. Goodwin, Assistant Attorney General for the Postoffice Depart¬ 
ment, and this respondent believes that the said evidence w’ould be so 
clear and convincing to any unprejudiced mind so reviewing the 
same, as to lead to no other conclusion than that arrived at by the 
said R. P. Goodwin, Assistant Attorney General for the Postoffice 
Department, and this respondent; that the said evidence fully and 
in every particular supported the conclusion arrived at by the said 
R. P. Goodwin, Assistant Attorney General for the Postoffice De¬ 
partment, and the order of this respondent, and for a more particular 
detail of the said evidence and of the character of the business trans¬ 
acted by the said Degge and his various companies, reference 

35 is had to the memoranda of the said R. P. Goodwin, Assist¬ 
ant Attorney General for the Postoffice Department, a copy 

of which is filed herewith and marked Respondent’s Exhibit A, and 
prayed to be read as a part of this paragraph. 

20. Answering the twentieth paragraph of the said petition, this 




FHANX H. HITCHCOCK, BTC. & 

respondent says that the proof of fraudulent enterprises and fraudu- 

KnTShlw "j* W a W ' De ^ e and the^id CS, 

a^inst which the fraud order was issued by this respondent was 
full, ample and complete justification for this resident in Z 
a mimstration of his duties as Postmaster General of the United 

randa 0 f°thT4id R°p er r S ^ orcsa | d ’. as wil1 a PPe ar from the memo- 
th ® said R - p - Goodwin, Assistant Attorney General for the 

h T With n “ d marked Respondents 
, ' and Prayed to be read as a part of this paragraph 

This respondent further says that the remaining allegations con- 

vi^dlie^not cXT Ph re f er *° Ponc,usions °f 'aw which he is ad- 
^ to. • 1S no * called upon to answer. 

Th!s respondent, however, denies the alleged rights of the said 

thill T** k F an j t le . m ’ or tl,at the said petitioners or anv of 
have , bee P denied their constitutional rights to the use of the 

States 18 * *’ 10 v, ° at,on of thp Constitution and the laws of the United 
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in said paragraph contained, and as far as the same mav bo 
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This respondent, however, denies the conclusions in said 
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•37 the duty of this respondent in his official capacity as Post¬ 
master General of the United States, upon evidence satisfao 
ton- to him that persons or companies are engaged in conducting a 
scheme or device for obtaining money through the mails bv means 
of false or fraudulent pretenses, representations or promises' to issue 
an order similar to that issued by this respondent on the twentv 
ninth day of March, 1909 against the said W. W. Degge and his 
various associations; and this respondent further says that pursuant 
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to Section 161 of the Revised Statutes of the United States, authoriz¬ 
ing the Postmaster General of the United States to prescribe rules 
and regulations not inconsistent with law for the distribution and 
performance of the business of the said Department, the said R. P. 
Goodwin, the then duly authorized and acting Assistant Attorney 
General for the Postoffice Department, was by Section 21 of the 
Postal Laws and Regulations the duly authorized person constituted 
with the power of hearing cases relating to lotteries and the misuse 
of the mails in the furtherance of schemes to defraud the public, and 
that in pursuance to citations duly issued a hearing was accorded to 
the said W. W. Degge on his own behalf and on behalf of the various 
companies controlled by him and named in said order of this respond¬ 
ent of March 29th, 1909, and the said Degge was permitted at said 
hearing and adjournments thereof to offer testimony, to cross-ex¬ 
amine witnesses if he so desired, and to be represented by counsel, 
and in this said particular, as more fully set out in this answer, the 
said Degge has been fully accorded a hearing in pursuance to law, 
as will more fully appear by copy of the report of R. P. Good- 

38 win, Assistant Attorney General for the Postoffice Depart¬ 
ment, herein referred to; that the order of this respondent 

denying the use of the mails was passed upon the evidence adduced 
at said hearing, which evidence was satisfactory to this respondent ; 
that the order therein referred to was proper to be made by him as 
Postmaster General of the United States in the proper enforcement 
of his administrative duties as such officer. 

23. Answering the twenty-third paragraph of said petition, this 
respondent denies that the petitioners have no remedy save and ex¬ 
cept the writ of certiorari prayed for in said petition. This re¬ 
spondent avers that the said writ is and would be improper to review 
the action of this respondent as Postmaster General of the United 
States in the performance of his official and administrative duties as 
such officer, and this respondent says that he is advised and there¬ 
fore believes that this Court is without jurisdiction to issue the writ 
prayed for in said petition or to review the action of this respondent 
as such officer, and this Court is without jurisdiction to quash, annul, 
set aside or hold for naught the said order of this respondent. 

This respondent further says that the matter of deciding whether 
or not said scheme set forth in this answer is one against which a 
fraud order should issue, is committed by law to his judgment and 
determination, and that in determining the said matter the discre¬ 
tion vested in him is not rcviewable bv the Court. 

39 And having fully answered the said petition and the rule 
to show cause filed herein, this respondent prays that the said 

petition be dismissed and the rule to show cause be discharged, and 
your respondent further prays to be hence dismissed from further 
answer, with costs. 

FRANK H. HITCHCOCK, 
Postmaster General of the United Mates of America. 

DANIEL W. BAKER, 

Per R. G. H., 

U. S. Attorney for D. C., 

Attorney for Respondent. 
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District of Columbia, ss: 

stated of my own knowledge are true and tlm^o i • - erein 
tion and belief I believe to be true ?tated on ,nforma - 

FRANK H. HITCHCOCK. 

l^Sufecribed and .sworn to before me this 19th day of December 

[SEAL ] GEORGE AV. REIK, 

Notary Public , D. C. 
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42 Respondent's Exhibit A. 

Form 278. P. V. K. 

Post Office Department. 

Office of the 

Assistant Attorney General, 

Washington. 

File No. —. March 30, 1909. 

Postmaster, Boulder, Colorado. 

Sir: T inclose herewith a copy of order no. 2170, dated March 
29, 1909, forbidding the delivery of mail matter and the payment 
of money orders to W. W. Degge, The Wellington Association, the 
Wellington Development Company, the Wellington Investment 
Company, and the Wellington System, and their Officers and Agents 
as Such, the original of which, signed by the Postmaster General, 
has been retained on the files of this Department. 

In the enforcement of this order, please observe the following 
general regulation, published in the United States Postal Guide for 
January, 1903 (page 955, section 30), viz: 

“Postmasters are notified that fraud orders issued under the pro¬ 
visions of the Acts of September 19, 1890 (20 Stats. L. 405) and 
March 2, 1895 f28 Stats. L. 903) do not cover mail matter under 
the frank of a Senator or Representative or other officer entitled to 
the franking privilege, nor that which is covered by an official 
envelope. Nor do these orders apply to matter not under seal, such 
as newspapers, circulars, etc., unless specifically stated in the order, 
or bv subsequent letter of instructions.” 

43 Very respectfully, R. P. GOODWIN, 

Assistant Attorney General. 

Post Office Department, 

Washington. 


Order No. 2170. March 29, 1909. 

It having been made to appear to the Postmaster General, upon 
evidence satisfactory to him, that W. W. Degge, The Wellington 
.Association, The Wellington Development Company, The Wellington 
Investment Company, and The Wellington System, and their offi¬ 
cers and Agents as Such.-at Boulder, Colorado, are engaged in 

conducting a scheme or device for obtaining money through the 
mails by means of false and fraudulent pretenses, representations, 
and promises, in violation of the act of Congress entitled “An act 
to amend certain Sections of the Revised Statutes relating to lotteries, 
and for other purposes,” approved September 19, 1890. 

Now, therefore, by authority vested in him by said act, and by 
the act of Congress entitled “An act for the suppression of lottery 
traffic through international and interstate commerce and the postal 
sendee, subject to the jurisdiction and laws of the United States” 
approved March 2, 1895, the Postmaster General hereby forbids you 
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ing properties and irrigation projects. lie has accomplished the 
sale of these stocks by the use of a great number of false and fraudu¬ 
lent pretenses and representation, and instead of honestly investing 
the funds for the benefit of the purchasers of stock in accordance 
with his promises, he has manipulated the concerns so as to divert 
large portions of such funds to his own enrichment. Those mis¬ 
representations and diversions will be set out briefly in the follow¬ 
ing narrative of his operations. 

The facts that are hereinafter given are based entirely unless it is 
otherwise specifically stated, upon Mr. Degge’s published advertise¬ 
ments and circulars, upon statements made November 18, 1908, to 
the Inspectors and taken down in writing; upon the facts shown by 
the audit made, at his request, of his books by the Continental Audit 
Company, of Denver, Colorado, dated November 6, 1908, and show¬ 
ing the condition of the books as of June 30, 1908, and upon facts 
obtained by examination of Mr. Degge’s books and records by the 
Inspectors at their interview with Mr. Degge in November. 

The Wellington Association was incorporated January 2, 1905, 
for $500,000 shares of a par value of $1 each. Mr. Degge has used 
this company as his inside corporation. On November 18, 1908 Mr. 
Degge stated to the Inspectors that at that time he and his family 
held 225,000 shares of common and 31,250 shares of preferred, and 
that the only other stock outstanding were 124,770 shares of pre¬ 
ferred held by 607 individuals. The Inspectors state that the stock 
sold the public was sold by Mr. Degge through the mails by 
47 advertising prior to May, 1906, as from that time to the time 
of the investigation in November, 1908, the records of Mr. 
Degge and the Association showed that no stock of the Association 
was sold to the public. The stock holdings of Mr. Degge and his 
family, with the exception of 6,250 shares of preferred, were ob¬ 
tained at the organization in exchange for certain properties, mining 
and oil stocks, ete. Mr. Degge’s answer to the citation to show cause 
increases by a few hundred shares the amount of preferred stock held 
by the public at the time the answer was submitted, February 16, 
1909, albeit he states the number of stockholders is still the same. 

The audit taken as of June 30, 1908, shows 156,020 shares of 
preferred stock then outstanding. These slight discrepancies are 
probably due to the fact that this stock has been sold on the instal¬ 
ment plan, and the stock was not shown on the records as outstand¬ 
ing until fully paid for. The stock holdings of Mr. Degge in the 
subsidiary companies is quite in contrast to his holdings in the Asso¬ 
ciation. His holding- in the subsidiary companies are nominal, ex¬ 
cept where he engaged in buying stock of a subsidiary company and 
reselling same to the public at a large advance and profit to himself 
personally. ' 

Since that time he has organized and promoted the following sub¬ 
sidiary companies: 

The Wellington Goldfield Mining Company, incorporated June 
10, 1905, under the laws of Arizona, with 1.500.000 shares of stock 
of par value of 25 cents per share. 

The Manhattan Chief Gold Mining Company, incorporated under 
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under 6 the^aivs’of 1 Cdorado^w'uh^OOo'shEw^o^Stwk^f 10 ’ T’ 

^BSSzSS 

£Hi F? • -p-y wh T c ie °SolS ^rsss X£l 

Tha a^!- *? d ^ j ad i retained practically all 0 / same for itself 

- »*~ a 

wfir * *% each ‘ Its stockholders number 1,900 persons 
IQ™ Wellington Inv ?tment Company, incorporated Janua^ 4 
1908, under the laws of Arizona, with a capital stock of 3 OOCK)Oft 
shares of par value of $1 per share. Its stockholder numWoO^ 
„JL he , ^ 0f A the P 0 P«nental Audit Company shows t™e treas' 

K t°h f e £ ^He So»unr PanieS ^ ^ 

Wellington ^tdfieW^Mini'ng Company.'. $1 18 992‘90 

Manhattan Chief Gold Minfng Company !. }ffi ’ 2? 

Midway Mines and Town Company....... . , »S2 ‘ S 

Wellington Realty Co J . 

w e !r n S° n ? evel °P ment Company '.'.!!!! 1! . 181 644'00 

Wellington Investment Company .78,058 M 


49 Stock bought by Asso. of Dev. Co. $35,000 

c. i , st °c k bought by DeggeofDev. Co.... 10,000 

Stock bought by Asso. of Goldfield Co . 2 700 


$410,133.65 


47,700.00 


;^r* nl P , aid h.v general public for treasury stock.... $362,433 65 

Amount paid by public to treasuries of subsidiary com- 
pames for stock.$246,713.65 

The audit shows that oyer $130,000 of this $246,713.65 has been 

W Ve w d n nS ? r ° fitS i .iV!l e Association (greatly to the benefit of 
. \V. Degge), and that the business has Seen so manipulated that 
the Association has made large cash profits out of each and everv 
company, and left every company but one heavily in debt to the 
Association. The “profits” diverted to the Association in the fL of 
the mu ch ad vertised equity of this system, out of the money paid by 
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the public for stock into the treasuries of the subsidiary companies 
are given by the audit company as follows: 


On mines sold Development Co. $4,999.95 

On sale to Realty Co. 1,470.00 

On sale of Wellington Gardens to Dev. Co. 13,333.33 

On sale of Wellington Gardens to Inv. Co. 38,333.34 

On sale to Wellington Goldfield Co. 97.00 

On promotion of Manhattan Chief Co. 3,000.00 

On sales of mines to Investment Co. 10,000.00 

On sale of Tri-Metallic stock to Inv. Co. 8,333.33 

Brokerage (Commissions for selling stock). 62,004.05 


$141,571.00 

Deduct 25% commission charged by Asso. against 
Dev. Co. on stock bought bv Asso. and Degge from 
Dev. Co. .....' . 11,250.00 


Amount of profit diverted to Asso. from public’s pay¬ 
ments to treasuries of subsidiary companies. $130,321.00 

The audit shows that the Association has further “profited” by 
securing quantities of stock of the subsidiary companies and 
50 reselling same to the general public at large profits for its 
private benefit and without benefit to the companies from 
which the stocks were taken, in the place of filling orders with 
stock from the treasury of the subsidiary company. The profits on 
stocks so sold are given in the audit as follows: 


Midway Mines & Town Co. $505.00 

Manhattan Chief Co. 6,496.40 

Wellington Development Co. 49,746.59 

Wellington Investment Co. 331.00 


$57,078.99 

(♦See note below) Profit of W. W. Degge from sale to 


public of stock of Development Company for his 

private account (approximately). 16,000.00 

$73,078.99 

(♦See note below) Add the 25% commissions charged 
by the Asso. on sales of Dev. stock to the Asso. 
and Degge. 11,250.00 

Total. $84,328.99 


(♦)Note. —The item of $11,250.00 “commissions” referred to 
above is shown by the audit in the brokerage profit of $62,004.05. 
I have deducted same from that item for the purpose of comparing 
the amount contributed by the public for stock to the treasuries of 
the subsidiary Companies and the portion of that amount taken by 
the Association as profits. I have included it in the profit on the 
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KTAddition S ^th be ?T K re i! u ? d py that amount the cost to 
rj‘ ,^, clat !°" of the stock bought by it and Mr. Degge from the 
Development Company and thus increased the “profit” of the Asso¬ 
rt™ when that stock was resold to the public. 

of the a^ri°?' 00 Pr ^ fit ° f Mr ' Degge WaS n0t shown on the boot* 

was taS hv "th/Tn S ° t "' aS /' 0t sh . 0wn fa y the audit. The same 
' earne(l b J *he Inspectors from their examination of Mr Degge 

i ofTe Develn V 'Tr ^ “ * e Spring of 1907 - tE 
Stock of the Development Company was selling at 25 cents Mr 

1 egge instead of filling orders with the Development Company’s 

treasury stock filled the orders with private holdings of the Associa- 

lon, to its profit of $49,746.59 as shown above, and with his private 

L°ivTfo 0f st0< * which , he bad bought from the developmen^ro 
pany a few months previously at 10 cents and for which he did not 

af 25^cents Ve °^ lnent Comp " ny until months after he had sold lame 

According to the audit the Wellington Association still holds 
arge blocks of stock in the subsidiarv companies which it 
• r >l lists m its assets at the following value: ’ 

elhngton Realty Company. *q 070 nn 

Wellington Goldfield. . 

Wellington Investment Co. !.!.'!!.’!.'!!!.'!!!! Sffii! $ 

Total . $70,726.94 

H T i0 A US Subs ; idiar y oompanies are shown by the audit to be in 
debt to the Association as follows: 


Wellington Goldfield M. Co.. 
Wellington Investment Co... 
Wellington Development Co.. 
Midway Mines and Towns Co 
Wellington Realty Co. 


$8,285.96 
35,665.43 
358.92 
1,861.19 
666.47 


lou *‘. $46,837.97 

The total amount of money shown to have been paid by the public 
to Mr. Degge for stock m the Association and the subsidiarv com¬ 
panies (treasury and private) is as follows- 


To treasuries of subsidiary companies. 

To treasury of Association. 

To Degge and Association for stock sold for their pri¬ 
vate account, 


Profit. $73,078.99 

Cost. $47,700.00 


$246,713.65 

115,720.00 


120,778.99 

$483,212.64 
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The audit shows no profit to the Association from the sale of 
Goldfield Mining Company stock, and instead charges a loss to the 
Association on that account of $1621.05. The Association received 
700,00- shares of stock of this company in exchange for five unde¬ 
veloped mining claims which had cost the Association but a nominal 
amount. In addition it received 120,000 shares as promotion 
52 stock, and bought 100,000 shares for $2,700.00. Practically, 
therefore, the Association received 920,000 shares of Gold¬ 
field stock for $2,700.00. To the time of the audit it sold of this 
stock a considerable amount, and received therefor $5,111.35, and 
then had on hand 327,260 shares that were given a value of 
$2,967.60. Accordingly the Association had received for $2,700.00 
a value of $8,078.95, or a profit of $5,378.95 which might be in¬ 
creased or decreased accordingly as the unsold stock realized more 
or less than $2,967.60. 

The audit also shows a loss on sale of Venir stock by the Associa¬ 
tion to the Investment Company of $6,333,33. Mr. Pegge says this 
was a bookkeeping mistake and has since been corrected, that amount 
being charged against the Investment Company. 

Since the audit, and between June 30 and December 30, 1908, the 
conditions shown above have changed some as shown by statement 
published by Mr. Degge in the January-Februarv 1909, issue of his 
promotion organ “Success,” as follows: 

Increase of Stock Sales by Treasuries of Subsidiary Companies— 


Development Company. $16,957.50 

Investment Company. 33,492.00 

Indebtedness — Subsidiary Companies to Association Decreased 
to— 

Development Company . $16,233.02 

Investment Company. 28,670.56 

Association Profits increased: 

Profits on various stock sold from June 30, 1908, to 

December 30, 1908 . $6,838.12 

Brokerage . 13,136.33 


Association reduced its Holdings of Stock of Subsidiary Companies 


to— 

53 Development Company . $33,726.22 

Investment Company. $15,190.00 


These statements also show that 146,000 shares of Tri-Metallic 
Mining Company Stock have been sold by the Association to the 
Development Company for $5,000. The cost of this stock to the As¬ 
sociation was $1,666.67 (see audit for Association June 30th and 
Association statement December 30, 1908, consequently there was a 
profit on this transaction to the Association of $3,333.37. They also 
show that the association has sold to the Development Company for 
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$9,333.33 one ‘bird of the interest the Association acquired in the 
hereafter" 0 ^' ThlS Vemr Stock deal wiU be explained at length 

Mr. Degge has managed, controlled and dominated all of these 
companies, and he stated to the inspectors that lie was responsible for 

7 ,7' "' had V then,. Mr. Degge has'been Presi- 

,lent and Treasurer and Director of the Association, (he Develop- 

theh- ’o he ,he R ?!‘y Companies, and has had as 

then- o her officers and directors chieflv his bookkeeper Mr R R 

Piske, his attorney, Mr. O. A. Erdmari, and other employees. Mr.' 
Degge has not furnished the names of the officers and directors of 
he other subsidiary concerns, neither has he denied that he controls 
heir affanv quite as much as he controls the affairs of the Associa- 
hon and the Development and Investment and Realty Companies. 
H e business of all of them is transacted from his office in Boulder 
Colorado. I lie stock has been sold mostly in small blocks through 
,. ,ho nifll J s j n individuals throughout the United States, a great 
•'■I many of them located in the East, and those persons by reason 
of their comparatively small individual interests and distance 
from the offiees of the company, have had no substantial part in the 
conduct of the business of the companies in which they were inter¬ 
ested. Consequently these corporations and their funds have been 
easy of manipulation, and the advantage that he has taken of this 

thl L lk ' «“*»* intentionally brought it about ami 

rlpfrl? aS - he a * part an elaborate scheme to 

defraud stockholders in the subsidiary companies. 

Profits of the Association on Sole of Wellington Gardens to Subsidi¬ 
ary Companies. 

n»nv vu U n the time °J th , e organization of the Development Com- 
J? any , De «? e purchased for the Association about 2,800 acres of 
r\ lands a short distance out. of Boulder, Colorado, together with 

ThlTr' T f " lth ," h i ch he proposed to irrigate those lands, 
xne price which the association agreed to pay therefor was $110,000. 

, r ' . e 88 e * ates that pending the payment of the full purchase price 
the deeds for the lands were put in escrow. The deed for the so- 
called Tvler tract of about 2,400 acres was delivered to him accord¬ 
ing to his statement on November 24. 1908, ami on the same dav 
placed on record. The deed which he exhibited at the hearing was 
made to himself asanimhvidual He stated that he had placed on 
record November 27, 1908, a declaration of trust declaring that he 
held this land m trust for the Association, the Development and the 
Investment companies in equal shares. The deed to the so-ealled 
Maxwell tract of about 390 acres which he exhibited at the 
55 hearing was dated February 13, 1907, and conveyed the land 
to Mr. Degge as trustee, for the use of the Association the 

dwd° wn" len v an<1 i a 16 Companies in equal shares. This 

deed n as acknowledged February 3, 1908, and was filed for record 

February 13, 1908. The paper exhibited by Mr. Degge, at the hear¬ 
ing as the assignment to him as trustee of the water rights that ac* 
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companied the Maxwell purchase was dated February 3, 1908, and 
recorded on the same day. The price of the Tyler tract he states was 
$60,000 and that of the Maxwell tract and its water rights $30,000. 
In addition to these two tracts of land Mr. Degge purchased at about 
the same time certain water rights known as the Park Reservoir, 
located, the Inspectors say, about 18 miles west of Boulder, for which 
he states he paid $20,000. lie states he proposes to expend $40,000 
on this reservoir to make it available for watering the Tyler and 
Maxwell tracts. These several properties for which Mr. Degge has 
paid or agreed to pay $110,000 are the properties which he has desig¬ 
nated the Wellington Gardens. 

Upon the organization of each the Development and the Invest¬ 
ment companies he caused to be sold to each of them an undivided 
one-third interest in this property. The Development Company 
he charged for its one-third interest $50,000, and the Investment 
Company for its one-third interest $75,000. At those dates he had 
not yet secured title to the properties, the deeds being in escrow until 
the required payments should he made. Until November, 1908, 
nothing has been of record to show any interest in the 2,400 acres in 
any of the companies, or any declaration of any interest in 

56 cither the Development of the Investment companies in the 
deed of escrow. The Maxwell deed was not delivered until 

Fcbruarv, 1908. 

V 7 # 

At the time that the Development and Investment companies 
were thus sold these interests Mr. Degge was their president and 
manager and in full control of their affairs, as he wa« also of the 
Association. While he was acting as the agent of stockholders of 
these subsidiary companies, and in which he had and has but little 
interest as owner of stock he was at the same time acting as the other 
party to the transaction in his own interest in representing the As¬ 
sociation of which he and his family were and are two-thirds owners. 
Out of that situation the parent company profited from the auxiliary 
companies under the same management and to the extent of over 
$51,000, or in other words it received $15,000 cash and one-third of 
a $110,000 property for nothing. 

Mr. Degge does not deny that it was his intention in the acquire¬ 
ment of the Gardens that the several companies should participate 
in the transaction, and as a matter of fact he advertised that the De¬ 
velopment Company was organized for that purpose, and when the 
land was acquired by the Association it was in no financial condition 
to handle the property alone. The Inspectors state that there had 
been no enhancement of values by reason of work on the property as 
practically no work was done, and that the only development work 
done up to as late as June 30, 1908. consisted of the expending of 
about $15,180.48 on the Reservoirs, of which one-third was charged 
to the Development Company. Mr. Degge has made no 

57 effort to justify these profits from the subsidiary companies 
in this transaction, except in connection with the claim that 

he believes that the Gardens will still realize those companies large 
profits. He states it is his purpose to raise the reservoirs, lay out 
lateral ditches, plant trees, make other necessary improvements and 
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£t°Mr% ve surr ° undin « w 

that much of t|fentire traTt il'ext^ 

entirely covered with loose rock, that evidently upS of lootrl 

58 ?/ iJhf , oecupied ^ tlle reservoirs, that there is considerable of 
08 n which cannot be watered, such as crests of butti ravines 

range from $10 to $75; that the 

gallon ranges from $40 to $250 an acre- that l,,;!, 

*mi° f *u& md gardening ,ands u «“er irSgltit wUlTaniefram 
$100 to $ 1,000 an acre, with the average between $150 «nH £nn ^ 

sss.t<tSwtiS SVrvtartfTs G r*™ : 

pm., uTSiir ;« 1 is ? ' voui<i 1* i 

broken and under water east nf ^ ^ ^ ar ming land 

be bought for him from’ $100 to $150 per'acre**and"thaTsuchT^ 
Z than , the Well * n gt° n Gardens. Mr’ Degge exhSed a 1 

5 TA K 3 

claim^beiteve^he^ilfbe^We" to ohta'in m Th^ ^ the price he 

been left with me a7iTtht^^ 

but I am not able to find that they have been left with fh . attorne y> 
lets Mr. Degge filed with his 

significant in this connection is that although M r P Deeee has 
59 now had this property for about two years, he has done sub 
stantially nothing on it so far as irrieation or r.nli;,?of?„ • 
concerned. If it, he true that water is available, and that the land 
can be made to bring such prices as he claims, it Is difficult to undS 
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stand this delay. It tends to excite a suspicion that water is not 
available in sufficient quantities for this large acreage. Without the 
water it is admitted that the land is of small value. The Inspectors 
state that while Mr. Degge has extensively advertised these Gardens 
for sale, he has been unable to sell any of the land to residents of 
Boulder or of that section, and up to the time of the investigation 
has been able to dispose of only three five-acre tracts to non-resi¬ 
dents, through advertising, at $500 an acre. 

If, however, these lands were of the value that Mr. Degge claims 
for them, 1 think it increases, rather than diminishes the fraud in¬ 
volved in his obtaining a one-third interest in this property for his 
parent company entirely at the expense of the auxiliary companies 
under the same management. The Association instead of profiting 
only $50,000 against the subsidiary companies will profit $280,000. 
It must also be noted that the advertising by means of which Mr. 
Degge has induced the public to buy the stock of the subsidiary 
companies, and so enabled him to realize these profits for his asso¬ 
ciation, has been filled with protestations that all of the several com¬ 
panies were sharing equally in the enterprise; that he was represent¬ 
ing only “the man who puts up the money’’; that his was the fairest 
and most equitable investment organization in the West, and 

60 was different from the others that were run chiefly in the 
interest of the promoter or management; that there were no 

promoter’s profits, and that lands were not bought at one price and 
turned in at another but were put in at the exact price paid the 
original owners, etc., as witness the statements quoted at length on 
page 49 in connection with the subject of Association Dividends. 
Mr. Degge has also advertised with reference to those Gardens the 
“these three companies (The Association, the Development and the 
Investment companies) are purchasing both real estate and mining 
property jointly and dividing the profits equitably.’’ (Advertise¬ 
ment in “Financial Review” of September 1, 1908.) 

Since the investigation and these difficulties have arisen Mr. 
uegge has offered to stockholders of the Development and Invest¬ 
ment companies that the Association would repurchase their re¬ 
spective interests in the gardens at a profit of 10% on the amount 
that each was charged by the Association therefor. He states that a 
large number of responses have been received to the inquiries ad¬ 
dressed to the stockholders of these companies, and that the response 
is almost uniformly that those companies should retain their inter¬ 
ests. This offer is made in the January-Februarv, 1909 issue of 
“Success,” and the statements made there bv Mr. Degge in con¬ 
nection with that offer are significant. He claims such values for 
the property that anyone giving faith to his statements would 
scarcely be expected to do otherwise than retain his interest in the 
property. This offer has been made by Mr. Degge since these 
troubles arose and undoubtedly to serve his interest in de- 

61 fending his actions in relation to this transaction. It is 
equally as clear that the offer has been made without any 

real expectation or intention that it should be accepted. The treas- 

urv of the Association December 30. 1908, showed cash on hand of 

% 
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q - n in the view I take of the fraud involved in this transaction 
it is nevertheless clear from the evidpn pp tW • iran&action, 
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Degge claims for it m defending himself of the charge of fraud 
in the sales to the subsidiary comnanies * • , , ud 

proven that there has been no such enhancement to the present time 
as to justify the prices charged the subsidiary complies 

p rofit of WeUmfftan Aviation and y V . D 0 „ Sak 
Personal Holdings of Development Co. Stock. 

no promotion Soffin anf'^K- 86 ' 1 continuousl y that there has been 
tioif was ^ ftnn 'i° f hls companies, the Wellington Associa- 

of the Wellington Devetopmen/coSa* fo/'four ZtogdS 
f a nominal \alue, the auditor placing no cost to the Weilinatnn 

Association for such claims The Wellington Association in A& 
62 S000 J 1 ,ro UKh f t -. 0f ! he . Wel 'L n « ton Development Company 
„ Price for this stock at that time a ™ T£ e pubh Z 

O'er o y/iu cents per share or about $1^ qc , .. . a j; 111 !: 
the Wellington Association on a S P rofit to 

efnts per share. In addition to those profit tlie’wTllinXn^A ° f t? ” 
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a a t 25 e ce°nts Se WWe ab ° U< ° ne - half at 15 centsand’onehdf 
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63 Mr. Degge was given personally 500 shares of Wellington 
Development Company stock and early in 1907 he bought of 

the Wellington Development Company 100,000 shares of that stock 
at ten cents, and from the public an unknown quantity of that stock 
at varying prices, presumably at less than 10 cents (in one case he 
paid 5 cents and he made an offer in another case of 4cents). 
Of the said 100,500 shares of Wellington Development Company 
stock purchased of the company by him, and given to him, plus the 
number of shares purchased by him from the public, he had on No¬ 
vember 18th, last, sold all but 3,100 shares. His ledger account 
showed for that date that he had sold and caused to be issued of 
that stock held by him personally 113,300 shares. It will be seen 
that the number of shares he bought of the public were 15,900 plus 
the number of shares subscribed for but not yet delivered on account 
of being paid for on the installment plan. The ledger account did 
not show’ the prices at w hich that stock w’as sold, but as near as could 
be ascertained all of it was sold at 25 cents per share. Of the said 
113,300 shares sold by Mr. Degge the Inspectors found on a separate 
card index record of the sale of 56,850 shares, or 200 more than half, 
w’hich record show’ed that 56,600 shares were sold at 25 cents and 
only 250 shares w’ere sold at 15 cents. Mr. Degge\s profit on the 
sale of the said 56,850 shares, on the basis of the minimum price of 
10 cents per share, were $8,502.50. If the other half of his sales 
were on the same basis, as thev evidently were, his net profits on the 
sale of his personal holdings of Wellington Development 

64 Company stock were $16,970, plus such further gain as he 
may have made by obtaining his holdings secured from the 

public at less than 10 cents. Mr. Degge subscribed for his 100,000 
shares in January, 1907, at 10 cents; he sold it between March and 
August of that year at 25 cents; but did not pay the Development 
Company until October and December, months after he had received 
his money from the public. At the hearing Mr. Degge made no 
denial of the charge that he had made such profits from the manipu¬ 
lation of this stock. 

Up to June 30, 1908, the Wellington Development Company had 
sold of its treasury stock, in addition to the said 500,000 shares 
w’hich it gave to the Wellington Association, 1,850,620 shares for 
$181,644.00, averaging a little over 10 cents per share, being less 
than 11 cents. All of the sales of Wellington Development Com¬ 
pany stock at 25 cents per share were made from Mr. Degge’s per¬ 
sonal holdings and the holdings of the Wellington Association, the 
sales being mostly between March 1, 1907, and August 1, 1907, 
during which period he did not make any sales of the Wellington De¬ 
velopment Company treasury stock. 

At the same time that Mr. Degge w as filling orders for Development 
Company stock at 25 cents with the private holdings of himself and 
the Association instead of the Development Company’s treasury stock, 
his advertisements indicate* that he w as selling treasury stock for the 
benefit of the Development Company. There was nothing to show^ 
that he and the Association were disposing of private holdings for 
their large profit and without benefit to the Development Company. 



FRANK H. HITCHCOCK, BTC. 35 

^ C ^ ar ^h^ if h e had indicated any such th ing hje 

bo would have been unable to realize such sales. That he ad- 

vertised in such a way as to cause the impression that the 
~ *X el< jP. me ” t Company was to receive the benefit of the funds sub- 

th?“\r • t P ubllc ;, shown f or example by his advertisement in 
the Mining Investor of June 17, 1907, where he represents that the 
Development Company required the funds expected to be realized 
from such sales to make large payment on the property, and to this 
end we are offering our present stockholders and thos*e with whom 

K? it w !!•"! corr ,^r>ondenee the last opportunity of securing a 
b °n ' V el,ln Ston Development stock at 25 cents a share.” 

Degge endeavored to excuse this manipulation of the sales of 
that stock to the personal benefit of himself and the Wellington Asso¬ 
ciation by saying that the treasury stock was over-subscribed and that 
it- was necessary to sustain the price. However, if it was all sold it 
uas not necessary to sustain the price, and as a matter of fact it was not 
all subscribed, as on June 30, 1907, after most of the sales had been 
made at 2o cents there was on hand in the treasury of the Welling- 
q°-o? nn e lopnient Company 409,980 shares unsubscribed. Also of the 
JoO^OO shares of that stock bought by the Wellington Association 
of the \\ ellington Development Company, 325,000 shares were 
ought as late as April 13, 1907, at 10 cents per share when the pub¬ 
lic was sending m its subscriptions at 25 cents per share, Degge thus 
selling that stock to the Wellington Association at 40% of the market 
pnce, and in addition charging the Development Company a 25% 
commission on the sale, really getting for the Wellington Associa- 
tion that stock at 7 Vo cents per share while the public were 
oh paying 2o cents per share. Also if it were true, which it was not, 
•i_ j ^ We h in £t on Development Company stock was over-sub- 
s / ri 5 "“.V did Mr. Degge subscribe for the Wellington Association 
or * ^r>,000 shares on April 13, 1907, and if such stock was really 
over-subscribed why could not Mr. Degge as President, Treasurer, 
General Manager and Director of the Wellington Association, have 
arranged with himself as President, Treasurer, General Manager and 
Director of the Wellington Development Companv to have cancelled 
such subscription of 325,000 shares on April 13, 1907, especially as 
neither the Wellington Association nor himself paid the Wellington 
Development for such purchases until late in the fall of 1907? 

In the “Mining Investor” of September 16, 1907, just after Mr. 
Degge had completed the large sales of Development Company stock 
for the profit of the Association and himself to the extent of over 
$75,000, and in an advertisement offering pre-organization stock in 
the Investment Company at 10 cents, he prominently set forth his 
photograph and beneath it printed in bold type: 

I have positively never taken one cent of commissions on anv 
transaction of this character, neither have I ever made any side deals 
for myself. I have given my full time to the interests of the Wel¬ 
lington System and the stockholders in this have shared and will 
continue to share equally with me in proportion to the interest which 
they hold. 

“This seems a remarkable statement to make. But it is true. And 
the results are satisfactory to me.” 
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Comment is quite unnecessary. For further quotations of protes¬ 
tations of this tenor, which are to be found throughout the adver¬ 
tisements and circulars of this person, see those quoted in con- 

67 nection with the subject of Association Dividends, page 48. 

That Mr. Degge is from time to time continuing to buy 
stock of his subsidiary companies at low prices and reselling same to 
the general public by this advertising at large profit for himself, is 
indicated by letter produced at hearing, written by him December 2, 
1908. to a Denver stock broker, offering to buy Development and 
Investment stock at 4*4 cents a share, which stock he is now offering 
to the public in his advertisements at 11 and 12 cents (See “Success,” 
November. 1908, at 11 cents; January-February, 1909, “Success,” 
at 12 cents). 

The letter reads as follows: 

The Wellington Association. 

The Successful Dividend Payer. 

W. W. Degge, President. 

Home Officer, Boulder, Colorado. 

December 2, 1908. 

A. R. Grover, 171 Boston Building, Denver, Colorado. 

Gentlemen: I have a purchaser for from one to 5,000 shares of 
Wellington Development or Investment stock at 4*4 cents a share. 
You are hereby authorized to send me any part of 5,000 shares with 
draft attached to W. W. Degge care of National State Bank, Boulder, 
Colorado, if delivered within ten davs. 

Yours truly, ‘ W. W. DEGGE. 

Mr. Degge neither denies that he had written or sent this letter nor 
offered any explanation whatever of it. 

68 Concealment of Loss by Development Company of $70,000 

on Mammoth Mine and “Fake” Dividend of Development 

Company. 

At about the time of the organization of the Development Com¬ 
pany, Mr. Degge with his associates formed the Wellington Lead- 
ville Mining and Leasing Company, for the purpose of acquiring 
and developing a property known as the Mammoth Mine, situated 
at Leadville. Colorado. They organized the company with 1,000,000 
shares of the par value of $1 each, and distributed the capitalization 
600,000 to the Development Company and the remainder to them¬ 
selves. So far as known none of this stock has been offered for 
public subscription. The Development Company, as consideration 
for its 600.000 shares, was to expend as much as might be necessary 
of $50,000 for the development of the property. A bond to pur¬ 
chase for $89,250, to be paid one-half July 1*9, 1907, and one-half 
January 19, 1908. and a lease to work the property for six years, 
were obtained. None of the payments required by the bond to be 
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property 6 " 6 TW w’ S °‘ hat J‘°‘ i,le ha ? ev « been secured to the 
“?nv foil T l aS f co " tained . the provision, among others, that 

oro ,ni fnr re t t T”* T d p !: emlses with at leas t four persons under 
of thism™ f of ten days may be considered a violation 

Tht ni’ th ‘® clause IS °f the very essence of this contract.” 
,, " e Development Company snent upwards of $50,000 working 

reqmrecf^Afr "no" ** ‘Tv"* that further ex P« n <Iiture was stiif 
qu red, Mr. Degge and his associates agreed that they should 

69 Minin, H h T r * oMi ?P 190 ’ 000 3hares o{ ‘be 'Leadville 
y Mining and Leasing Company to the Development Com- 

panv for it to continue with the development work. Under 

such agreement the work was continued and the Development Com- 

panj spent altogether on the property some $71,615.11 (as shown 

1907 X , n d ihe X n m ne ^ by ‘ h< \ In f ectors "P to about November, 
1907, when the property was abandoned). As result of such ex- 

extracted 6 ^ ‘if P ev ^ , 0 P ment Coni I ,an .V about 2,700 of ore was 
Mr nl L "bandonment of the property forfeited the lease. 

Mr Degge so admits in his answer to the Inspectors and his asso- 
ciates and the lessors similarly advised the Inspectors. 

I ' . , e to' 8 lease was the only asset of the Leadville Mining and 
wf T£ C n”P an ^ an<1 '*« forfeiture thus rendered that stock worth- 
stock of thfs gg °- haS nevertheles ? continued since then to claim the 

X ! b Z m T' g c TJ im, y hckl , b y th ? Development Company 
to be of large value and has earnestly endeavored to keep from the 

stockholders of the Development Company the facts i n P regard to 
he loss; and to deceive them he has carried on the books of the 
Development Company the Leadville Mining and Leasing Com¬ 
pany stock as a substantial asset of the Development Company 0 In 
the audit of June 30, is shown a holding of 500,000 shares of this 

$16^84 89 6 W U lf 0 " ° f y! 75 -r° r d r hmk Profit” on same o? 

$16,884.89. W ith regard to the value of the shares of these various 
companies the audit company was careful to say that “we have placed 
no valuation upon the assets of the books as shown by Mr Degge’s 
entries.” At the time of the investigation in November ?$8 
the Inspector cidled Mr. Degge’s attention to the fact that the 
Deielopment Company ha<l acquired an additional 190,000 
r f hare3 he " clhngton Leadville Mining and Leasing Com¬ 
pany stock which was not accounted for in the audit, and m his 

690 000°sb.,re f!!'- d ? ,e ? I *T 1,ber 81 » 1908 > Mr - ^egge carried 

shnrp°?vpr» f ' 1S u° ck at J . th e same price at which the 500,000 
hares were carried in the audit of June 30, namely, $75,000. In 

his magazme Success for January, 1909. Mr. Degge publicly ad¬ 
vertises that vv-e are holding the Mammoth up our sleeve until we 
can get a breathing space in our “expenditures,” and that work 
would proceed as soon a.® $50,000 could be spared to sink a shaft and 
that it is confidently believed bv those competent to judge that 
when we do this vve will open up a million dollar property.” Mr 
Degge well knew the fraudulent pretenses of such statements, and 
' an . b a ' e made them for no other purpose than that, of attempting 
to justify his past manipulations and for the purpose of selling more 
stock in the Development Company to innocent investors 8 
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Wellington Development Company Dividend. 

Mr. Degge in the early part of 1907 guaranteed in his advertise¬ 
ments and circulars for the sale of Development Company stock, that 
the Company would pay a dividend in 1907 or that he would buy 
back from the purchasers of such stock their holdings at the price 
they had given. With the abandonment of the Mammoth mine in 
November, 1907, the stock of the Wellington Leadville Mining and 
Leasing Company became practically worthless as shown before, and 
instead of bringing into the Development Company (which Com¬ 
pany held the stock) a revenue from which to pay a dividend, 

71 it had lost to the Development Company over $70,000. As 
the Development Company had during that time made no 

earnings except a few hundred dollars received for interest, lot sales, 
rents, etc. and had incurred expenses greatly in excess of its receipts, 
it was evident that instead of being able to pay a dividend it was 
really insolvent, but as Mr. Degge was obliged by his guarantee to 
pay a dividend or to buy back the stock at the purchase price as 
stated, he transferred from the Wellington Development Company 
to the Wellington Association 90.000 shares of such Leadville Min¬ 
ing and Leasing Company stock at 15 cents a share, thus realizing 
$13,500 from which sum he paid on December 31, 1907, a dividend 
of one-half a cent per share on the Development Company’s Stock, 
amounting to $11,123.85. He admits this dividend was paid from 
the sale of stock. Mr. Degge stated to the Inspectors that the 90,000 
shares of the Wellington Leadville Mining and Leasing Company 
stock was transferred from the Development Company to the Well¬ 
ington Association on September 29, 1907. and the certificates of 
stock are dated to the same effect. However, the journal and ledger 
entries of the Wellington Association show that this transfer took 
place on November 30, 1907, and both Mr. Degge and Mr. Fiske, 
his bookkeeper, informed the Inspectors that those books were 
written up daily. It is thus shown that Mr. Degge well knew the 
illegitimacy of this transaction and attempted to cover up evidence 
of the same by ante-dating the stock certificates to a time when work 
was being done on the property. 

Mr. Degge in his subsequent advertisements has repeatedly re¬ 
ferred to this dividend of the Wellington Development Company as 
a remarkable record and has continually used it as a reason 

72 why investors should buy stock in the Development Company. 
Examples of such representations are found in the February, 

1908 “Success” where was published the following: 

“A Dividend Payer of 25 Cents.” 

“Wellington Development is the Company that broke all records 
in paying a dividend in the same year it was organized.” 

and in the June 1908, “Success” where was published the following: 

“The most remarkable achievement accomplished by the Welling¬ 
ton System is perhaps the splendid record made by Wellington De- 
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vclopment Company. Within the first year of its organization it 
pan) a dividend of five per cent on the organization price )” 

r- d ‘ ^“*"“1”»p—» 

and* Le^l^f lmrl 10nS c ?“ tin “ il ?g to carry the Leadville Mining 
”" d Leasing Stock as a substantial asset of the Development Com- 

pany, his failure to moke known to the stockholders the true facts 

in the matter, Ins payment of the fictitious dividend to escaDe his 

5? a bu J * he Stock ’ and the hiding forth of'ThTpay- 
meiit of that, dividend as a remarkable achievement, are all plainfv 

-tudied 10 con . ceal tlle fact of the loss of over $70 000 on the 

Mammoth Mine, and to so deceive purchasers of that stock and to 
gne color to the general representations that permeate his advertise¬ 
ments concerning the business capacity and abilitv of the* inmate 
ment to produce splendid profits for stockholders. ‘ ' R 

73 Claims of Ownership of 2,000 Acres Patented Land at Lead - 

villCy Colo., olid Vctvir Group. 

While attempting to develop the Mammoth Mine Mr Decee bar- 
gaincd with Mr. Tingley S. Wood, of Leadville, Colorado 8 to pur¬ 
chase the letters patented holdings of 2,000 acres in the fesHvillo 

fr£C,o”h Tin”'- SpP, »” d «* Ws 5 

ine 3i am moth Mine. The information acquired bv the Insnector* 

ma'telv*$2o\ < OOft ,S - ‘° •"'? ? ffect tha ‘ ylr D egge was' to pav approxi- 
matelj $293,000 in instalments of $10,000 per month ' or forfeit 

previous payments on default; that he paid $10 000 unlr ^t 

ST'' °i" J r UU f, 10 ‘ 1907 ’ nnd «0,000 on August 10 1907 Jnd 
failed to make further payments; and that by the terms of the agree 

ment Mr Degge thus lost all equity in the lands. From the ,W 
hoidinK” , o/ ) A PO W I ir M « r ' Widely , advertis ed the “Leadville 

quired*by tt welhngtfco^^lS^^ ° f 2 '°° 0 

‘‘Wellingtoii System’s new purchased Leadville”; 

A Million Dollar Enterprise ,, ; 

“The tremendous holdings possessed by this companv” • 

In one deal acquired almost 300 patented mining properties” • 
«oooo V D Ue ° f t , he f e assets cannot be questioned”; 
ton System”? nte<1 Ne '' Iy a0C|uired hoMin « s of the Welling- 

“Thmk of the acquisition by one corporation of 2,000 acres of 

Sint S;" of ~ *» “» ' m « *Z£ 

“The fact, that these properties are patented enables the Welling¬ 
ton System to hold these individual claims as long as they wish with¬ 
out doing any work”; ■ ' WMU 

“A Very Remarkable Prophecy.” 

It is no exaggeration to say that the properties of the Wellington 
System at Leadville, admirably situated as they are, should be able 
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in time to produce a tonnage equal to one-lialf of the present 

74 output of the entire Leadville district, notwithstanding the 
fact that that camp now produces one-half the tonnage of the 

great State of Colorado.” 

These are extracts from advertisements inserted by Mr. Degge in 
the “Mining Investor,” Denver, Colorado, on the following dates: 
May 17, 1907, June 17, 1907, July 8, 1907, September 2, 1907, Sep¬ 
tember 16, 1907, and October 7, 1907. 

A reading of these advertisements plainly shows a studied purpose 
to make it appear that the Wellington Companies owned these 2,000 
acres of patented ground splendidly located in the Leadville mining 
district, when as a matter of fact their equity was very meager and 
subject to forfeiture at any time, and was in fact forfeited three 
months after the first payment was made. Mr. Wood stated that 
Mr. Degge appealed to him for some piece of ground for the $20,000; 
that he informed Mr. Degge that he considered that sum as liquidated 
damages for Mr. Degge’s failure to keep his bargain, and refused to 
convey any property for that consideration; that Mr. Degge then 
proposed to purchase Mr. Wood’s four-fifths interest in the Venir 
group of patented claims, about 63 acres of undeveloped ground be¬ 
longing to Air. Wood and included in the 2,000 acre proposition, and 
pay $8,000 additional, and that the conveyance was made on pay¬ 
ment of this sum. 

Mr. James A. Shinn, who acted as Mr. Degge’s agent in getting 
Mr. Wood to sell the Venir group to Mr. Degge for $8,000, in a state¬ 
ment to the inspectors corroborated Mr. Wood’s statement that 
$8,000 was paid for the Venir group and that Mr. Wood refused to 
consider the $20,000 as part of the purchase price on that 
group. 

75 In contrast with these facts relating to the acquisition of 
the four-fifths interest in the Venir group, Mr. Degge states, 

in January-February, 1909 “Success,” where he offers Development 
and Investment Company stock at 12 cents a share, that: 

Our Leadville Deal. 

We Have a Valuable Property at Leadville Worth All We Have 

Spent There. We Have Proved Up a Valuable Ore Body from 

Which We Hope to Make a Million Dollars. 

W. W. Degge purchased for the Wellington System about two 
thousand acres of mineral property, in the Leadville district and 
made various payments on the same amounting to $28,000 and if he 
had believed it to be for the best interests of the Wellington System 
he would have continued those payments and taken up all of that 
ground, but under the sensible and businesslike contract which he 
had made he had this big acreage, with the heavy expenditures con¬ 
nected therewith, divided into eight sections and provided a condi¬ 
tion wherein whenever he had paid for one of those sections he could 
take a deed for that section, thereby relieving him of forfeiture on 
account of not carrying out the entire deal. 

When the time came for exercising his rights under the contract, 
Mr. Degge believed it to be for the interests of the Wellington System 
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to select what he believed to be the best of these groups and let the 
othere go m order to take care of the infinitely safer and more cS 
^rvative profit making properties, the 2,800 acres of land around 

SSS o? the Wen r l Ul co “ sideration and consultetion wiTthJ 

?' e ^, ln ?^ e .^ n S that he is satisfied that every intelligent stockholder 
n the W elhngton System will indorse his action in so dnini « 

^ to dandled that » one of the best moves he fve“ 

a “^' on f f* f or having done what at the time he believed to be right 
right h 16 haS demonstrated beyond the question of a doubt fas 

Today the Wellington System owns the Venir group of mining 
claims which Col. James A. Shinn, a mining enginefr of manv vCs 

IISO.OOO 6 ” 06 in thC Leadville d,strict > "J™ in his judgment w worth 

76 

for and got the property.” The Government denied the existence of 
such an option and although Mr. Degge was given two feek s to 

bee'n'produced" 6 °' her ,mper he mi * ld d -ire, it hL „^ 

The Inspectors state that both Mr. Wood and Mr Shinn 
them that the Venir group of claims w. u “d«2oM and ^f un 
proven value and that only the work necessary to secure a patent 
has been done on the property. Mr. Degge at the hearing submitted 
no evidence to substantiate this published representation th.t = 
valuable ore body has been opened „p on the cTalmf *“* 8 

** n 1 th . us J 1 ® *“ that the 2 000 acres of patented mining prop- 
erty, acquired by direct purchase” and "owned outright” hv7hl 

Wellington System, within a few months dwindled to a fonrififlh! 

Neverthcl" a ? res ° f ". holl y undeveloped claims or prospecte 
Nevertheless, dunng that few months, Mr. Degge spread hr3!>oft 

by the u» of the mails glowing representations of this “Splendid 

purchase ” and it was largely through such representations thm 

acoompTished Development and investment stock to the public fere 

m ^fPiv 1188 i SinCe S0ld o a one - third interest in the Venir group 
to each the Development Company and the Tnvpstmnnf riT group 

and charged each company therefor $9,333.33. ^ mpany 

77 Profits of Association from Sale of Miscellaneous Minina 

Claims to Subsidiary Companies. ^ 

The only assets of the Goldfield, Manhattan and Midwav Com 
pames ~mg claims acquired at their organization through the 
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Association. Those claims have all failed to produce any revenue 
and are now closed down, as is admitted. The Association obtained 
large blocks of stock of the subsidiary companies on account of these 
properties, from the re-sale of which to the public it has realized large 
profits. 

Mr. Degge organized the Goldfield Company and sold to it from 
the Association five undeveloped mining claims in Nevada which 
had been secured at a nominal expense. The Association received 
therefor 700,000 shares of the 1,500,000 shares which the Goldfield 
Company was authorized by its charter to issue; and the Association 
in addition received 120,000 shares as promotion stock without cost, 
and later bought 100,000 shares for $2,700.00. Of these 920,000 
shares so acquired for practically $2,700.00, the Association has real¬ 
ized a profit of $5,372.95 (see page 8). 

At the organization of the Manhattan Company Mr. Degge se¬ 
cured for that company three undeveloped mining claims for which 
(he Manhattan Company (capital of 1,000,000 shares at $1 each) 
paid 300,000 shares to the owners of the claims, 100,000 shares to 
the agent of the owners for negotiating the transfer, and 300,000 to 
the Association. To .June 30, 1908, the Association had realized 
from selling to the public from its holdings of this stock a 
78 “profit” of $6,496.40 and still had on hand unsold $1,473.90 
as one of its “assets.” A profit of $3,000.00 is shown in the 
audit of June 30, 1908, explained as “On promotion of Manhattan 
Chief Company,” which is not definitely understood but is believed 
to be from the Association’s sale of Manhattan stock for its private 
account. 

Mr. Degge organized and promoted the Midway Company on the 
same basis as the Manhattan, 300,000 shares being given to the 
owners of six undeveloped mining claims in Nevada, 100,000 to 
their agent, and 300,000 to the Association, from sales of which the 
Association listed as a profit on June 30, 1908, $505.00. 

In addition to the profits which the Association has made by so ac¬ 
quiring and reselling the stock of these subsidiary companies under 
the same management, it has further realized a net profit of 25% of 
the amount paid by the public for treasury stock in each of these 
companies, the expense of said sales being charged up against said 
companies (see p. 56). The profits made by the Association from 
selling its stock of these companies and from its 25% commission 
compare with the amounts spent on development as follows: 
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A3 


Spent on develop¬ 
ment work. 

Commission. 

Stock sales. 

Total profit of asso¬ 
ciation. 


1 --- 

j Goldfield. 


$11,799.26 

^ $1,748.22 

| | 

$5,372.95 i 

$10,121.17 


Manhattan. 


3,968.84 

$2,846.56 I 

$9,496.40 ' 

12,342.96 

f 

Midway. 


1,251.25 

$395.62 i 

1 

$505.00 

900.62 

$17,019.35 

— i 

j 

1 

t 

! 

1 

$23,364.75 


motion P* f e P? , ' dera " te of . the Profits of the Association from the pro- 
motion of these companies over the amounts actually spent on de- 

liTZ't r k i C 'r rl - V proves - 1 think, that the reaction of that 
P a, !S“ ‘ he cl ? le {. incentive for their creation and exploitation. 

trnnlf 1 1 * gaillZ r tl0n ot the Dev elopment Company Mr Degge 
transferred to it from the Association four undeveloped minfS 
claims in Nevada for 500,000 shares or one-sixth o?That «»m^yf 

ftem 0f a exDen“ ■ T , he , aU . d j* c ? mpany co ^ find no appreciable 
MiS?? ; e<1 w . lth ,he acquisition of these properties 
by the Association, and, treating the exchange made on the basis of 

the shares being of the value of $1 each, allowed a profit to the 

ifTmattor of flti fP a’ ° r - f?’ 00 ? ,ess five directorship shares 
‘ “ Ti^T «/ ,w 0 h i! Assoc ' a hon has realized 15 and 25 cents on 
80 fhi f ‘i h »hajes which it has sold, and its real profit on 

0 M8 74ATO? best .. sho, Y n by the fact that it has received 

otbpr hlu;,-l* 0n n he sale t0 the P ublic of this, with that of 
othei holdings in this Company (see page 20). 

At the organization of the Investment Company Mr Degge trans- 

ferred to it from the Association five undeveloped minW dZis 

in Nevada for $10,000. The audit company likewise failed to find 

sitton nfTt!’ 6 lten \° f expe , nse conne eted with Association’s acqui- 
1s profif h propertles ’ and eonsequently stated the entire $10,000 

At all of these times the parent and auxiliary companies were 
•under the same management. F ere 

TW \J* h n e faoti : have been in any wise disputed by Mr. Degge. 
That Mr. Degge bv his advertisements publicly disclaimed re- 
peatedlv that any of his promotions were being in any such wise 
manipulated for the benefit of the management or any inside <3 
pany, see the quotations in connection with the subject of the Asso¬ 
ciation’s dividends, page 48. ™ 
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Profits to the Association from Sale of Stock in Goldfield Tri-Metallic 

Mining Company. 

Mr. Degge secured for the Wellington Association 438,000 shares 
of Goldfield Tri-Metallic Mining Company stock at a cost of $5,000 
(see audit of June 30, 1908, and statement of December 30, 1908). 
So far as is known the only assets of this Company were and are 
mining claims of unproven value of Nevada. At the time 

81 of the Inspectors* investigation in November, 1908, Mr. Degge 
had disposed of a one-third interest in this stock to the In¬ 
vestment Company for $10,000. At that time he claimed that the 
Development Company also owned one-third of this stock, but could 
produce nothing to the Inspectors to evidence such ownership. Since 
then, however, and in the statement published by him of December 
30, 1908, it is showm that he has sold one-third interest to the De¬ 
velopment Company for $5,000. 

Mr. Degge sought to justify to the Inspectors the profit of over 
$8,000 thus obtained from the Investment Company by claiming 
that the value of the stock had been enhanced by considerable de¬ 
velopment work. Ilis books, however, failed to show that since the 
acquisition of the stock by the Association any development work 
had been done except the expenditure of $880.98. Mr. Degge ad¬ 
mitted that no revenue had ever been produced by this property ex¬ 
cepting a few hundred dollars of ore for samples. It is admitted 
that the property is now closed down and the records at Goldfield, 
Nevada, show that in December, 1907, workmen filed liens against 
the property aggregating the sum of $1,223.50. At the hearing 
Mr. Degge’s attorney claimed that these liens had been satisfied 
although they had not been removed of record to save that expense 
to the Company. Despite Mr. Degge’s Admissions with respect to 
the failure of this property to produce revenue, that it is now closed 
down, and that liens were filed against it in December, 1907, he has 
advertised immense values on this property and that it was sacking 
$225 ore (see “Success,” May, 1908). 

It will thus be seen that Mr. Degge manipulated this stock 

82 in such fashion that his inside corporation recouped its ex¬ 
penditure of $5,000 paid for this stock and obtained a profit 

of $10,000 from the subsidiary companies under the same manage¬ 
ment for two-thirds of the stock, and still has one-third of the stock 
on hand. None of these facts have been disputed by Mr. Degge. 

Association Dividends. 

An inducement prominently advertised and circularized through, 
the mails by Mr. Degge to sell stock in his several subsidiary com¬ 
panies relates to the payment of dividends by the Association. He 
has persistently advertised that the Association was paying large 
dividends to induce the purchase of shares in his other promotions 
where big or greater dividends were promised in the future. These 
statements are repeated again in the issue of “Success” (the promo- 
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XVifL? °u 1 IS large nuil,bers by Mr- Degge) of November, 
lyOo, in practically the same terms as heretofore, as follows: 

As the Wellington Association has made and paid 72 per cent in 

dividends for its fortunate stockholders in the past four and a half 

snm^nf* lat . *1™,® in a u ctual cash dividends the enormous 
and nraniar’ s ? " e beheve, by reason of our greater experience 
v> C id lta ?’ W 1 w n a< *° m P hs h 8 reat « results and make for 
future t ^ kh dCT m thC " el,ln|?ton S y stem bigger dividends in the 

NWmW SS2?* eX Sr P K e ^ i8 /°' ,nd in , “ The ^“ancial Review for 
-November, 1908, published at Saint Louis, Missouri. The adver¬ 
se T en i 18 f n i ltled “ T . h ® New Way,” occupies an entire page, 
and is devoted to soliciting the public to purchase of stock of 

the Investment Company at 11 cents a share. The following 
are some extracts: & 

11c. v*. $1.00. 

thJmJTnc'ngt°n Investinent Conipany is being organized along 

‘'Zi ■ »- f th / '' ellm gton Association. Wellington Association 

stock is selling for $1 a share. 

months ' S?0C * ad0n P8 ' d P° r cent * n dividends in fifty-three 

Another Dividend. 

your friends annol,ncement tbat pleases your clients and makes them 
That’s the announcement that The Wellington Association has 

s.s«t v 2d»7s. , y r,'' r ,inre •» »*~ 

**" P * V re « ulurl )’ dividends 

Another Dividend Pager Organizing. 

nnlrnn!! m I . mes ‘ ,nent c °i'*pany, we believe, will be the best 

and most profitable investment on the market. 

n-iver Th? fit °/ ° U - f. x P crie " c « in successful dividend 

payer, 1 he \\ ellington Association. * * * 

• T / 0 l he Wellington Investment Company fails to pav a dividend 
ni 1909^we will purchase your stock back at the price you paid for it. 

The Big Success o.M908—77o? Wellington Investment Company- 
Interesting and Profitable Reading for Conservative Investors. 

!t will well repay the readers of The Financial Review to read 
carefully these interesting letters and the general information con- 
tamed on this page. It gives a lot of valuable information about 
that great “Successful Dividend Payer,” The Wellington Association 
and its most successful floatation, The Welling- Investment Com- 
pany. 
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The W ellington Association paid its first dividend January 1st, 
1904. During the four years since that time it has never once failed 
to pay a regular quarterly dividend, with an extra dividend at the 
end of the year, making a grand total of 72 per cent paid in four 
years. 

The Wellington Association has long since passed the experi¬ 
mental stage. It is a safe, conservative dividend payer with no desire 
to sell any more of its stock, having sufficient money to handle its 
splendid business. As it is selling no stock, it is absolutely free 
from that ever-readv criticism or paying dividends out of receipts 
from the sale of stock. 


The Coming Dividend Payer. 

Having successfully launched the Wellington Association and 
brought it to that point where it is universally known as “The 
84 Successful Dividend Payer/’ we are now making the most 
successful floatation of the Wellington Investment Company 
ever accomplished in Colorado. 

In sixty days we sold a million shares of stock and have more than 
one hundred thousand dollars coming in for development purposes. 
Having splendid properties to develop, this means that success is 
assured for The Wellington Investment Company. 


Get in With the Winner*. 

Today presents to you the opportunity to get in with the winners. 

Today you can get Wellington Investment stock for 11 cents a 
share. 

Later it will cost you 50 cents or $1.00. 

******* 

We hope to make the business of The Wellington Investment 
Company so plain that the most thoughtless investor can understand 
and appreciate the fact that this company is doing to do mining on 
a legitimate and money-making basis. 

The stockholders and clients of The Wellington Association have 
for four years seen the splendid work accomplished by The Asso¬ 
ciation and are therefore best educated to quickly take advantage 
of this splendid opportunity to begin at the beginning and get in 
with the organizers at the very low price of 11 cents a share on a 
stock which carries with it such evidences of safety as enables it to 
either assure dividends for 1909 or else refund vour money. 

You have seen what The Wellington Association has done and is 
doing, what it assures its stockholders it will do for 1909. We have 
every reason to believe The Wellington Investment Company will 
do as well or better. 

******* 
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A Truly Co-operative Company. 

2Sg“3tV i,h "" m ” ““» «■»* ZJS-3& 

While The Wellington Investment Company will develoD extra 
f~ "■« »»»«J m «n.y to prove up «Jh “,2 

S'.to.?SSli5Sr "" to h,ndlin|! *”° 8 

Like The Wellington Association, The Wellington Investment 
Company will be run in the interest of its stockholders thev being 
the promoters, and every share of stock being placed in the treasury 

* * . * * * * 

Its Special A ttractiveness. 

The Special attractive features of The Wellington Investment 

Company may be summed up as follows: 8 vestment 

I. It will be engineered and pushed to success by the same man- 

85 of The *W eMhigton Association** S " CCeSSful ^ 

* * * * . 

* * * * 

Get in With the Winners. 

Begin with the beginners. 

I remember: The Wellington Association is backing this stock 
The Association has never failed to pav reoular . v°™ 

since January, 1904, in which tinie ?t LTaSd^^Sit twill 

a*sliare. U ar qUar,crlv dividends »> 1909 - This stock is selling at $1 


Why throw your money away on wild cats when you can set in 
centra shte Inv «*n«it Company at the bottom price of 11 

The A\ ellington Association has paid regular quarterly dividends 

ZTjTTTJl 1 ?. 04 ; a total of 72 P« tent, amounting in actual 

cash distributed to its fortunate stockholders of $58,205.55. ‘ 

I refrain for the sake of brevity from quoting more at length 
resentations of this kind. They appear throughout the advertise- 
ments and circulars, from the commencement of the sale of thoo 
stocks to this date. The above I think are sufficient to show 
nature of these representations. Ilow lDe 

Practically all of the profits which are reported in the audit of the 
Continental Audit Company to have been received bv Ae A^ocia 
tion and with which these dividends have been paid," have beenT 
cured only by Mr Degge’s manipulations of the subshw "m' 
panies. The audit furnished the following particulars: ^ 



48 


MYTTON MAURY ET At. VS. 


Total profits from all sources to June 30, 1908. $227,348.25 


Profits diverted by Association from 
public’s payments to treasuries of 
subsidiary companies (per table on 

page 6) . $130,321.00 

Profits of Association by selling stocks 
of subsidiary companies for 
86 its private account (per table 

on p. 6). 68,328.99 

Rents from property, and other small 

items . 17,452.54 

Dividends on stock of subsidiary com- 

panies held by Association. 11,245.72 


- $227,348.25 

While acting as the head and managing each of the subsidiary 
companies, and at the same time acting as head of the Association 
and managing its business, he has so conducted the business of these 
various concerns as to impoverish each and all of the subsidiary com¬ 
panies and enrich his inside corporation to his own great benefit. 
And this despite his continuous and persistent claims of equity, fair 
dealing, equality, and cooperation among all of the companies com¬ 
prising what he so fondly calls his “System” and the “New Way.” 
The fraud and deception involved in this scheme of inducing the 
public to invest in the subsidiary companies by holding forth the 
dividends of the Association to show that the other companies ought 
to and could enjoy similar success, when in fact those dividends of 
the Association and that success were not derived from legitimate 
earnings but were instead derived almost wholly from the fraudulent 
diversions of the money paid by the public to the subsidiary com¬ 
panies to the enrichment of the Association, and from the private 
manipulations of the stocks of the subsidiary companies to the Asso¬ 
ciation’s great profit, is of course obvious. At the same time that 
Mr. Degge was thus enriching the Association and himself at the 
expense of the subsidiary companies, his advertisements to the public 
were filled with loud and persistent representations that his 
87 organization was the fairest and most equitable in the West, 
that his was “New Way” entirely different from other West¬ 
ern promotions in that while those were conducted in the interest of 
the promoter or an inside company, his was run strictly in the inter¬ 
est of the man who put up the money; that his “System” was con¬ 
ducted without any special schemes or deals to enrich the promoter 
against the investor; that no one company was taking any advantage 
of any other but that all were working harmoniously together, as¬ 
sisting, cooperating and helping each other as “partners,” etc. A 
few extracts taken from the advertisements are quoted below: 

The Financial Review, September 1, 1908: 

The Wellington System is composed of three active companies, 
viz: The Wellington Association, The Wellington Development 
Company and the Wellington Investment Company. These three 
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eornDMiics Me purchasing both real estate and mining properties 
J 01 ntly and dividing the profits equitably. F 

pamgraph ellingt0n SySt<!m “ ay 1)6 described in ^e following short 

The Wellington System is the fairest and most equitable invest¬ 
ment company in the West. 4 lnvest 

at St ° C -j pl ? c ? d j n the treasury—properties turned in 

at the actual pnce paid original owner. 


An organization that represents first, last and all the time “the 
man who puts up the money.” e tte 

for “«TSir° n S , ' i "“ bm * 'oil dollar', value 

Ci rs ) .7s.^Si' uly “• ,m ’ “ “* f—a tip 

The Wellington System represents the highest ideal of fairness 
and equity to each and every stockholder, large and small. 

means the placing in the treasury of every share of stock with 
each and every investor, whether he be large or small having th* 

rectors!” 1 '^ ° f SeCUri, ‘ K k at 11,6 88,1,6 P rice the officers and di- 

It means the elimination of promotion extravagances, so far as-anv 
mdiudual having an unfair advantage over his fellow stockholder^ 
and the conservation of all profit* for all stockholders 

It means turning in to The Wellington System properties at 
original cost, with no graft for officers or directoJTbut all 
88 profits for the stockholders. Dut 8,1 

Kockv Mountain News, .July, 1908: 

i und8,,,ental principle on which Mr. Degge founded The 
Wellington System was this simple rule alone: It was a deep-set de- 
termmation to allow the investor to share in every form of profit 
which it is possible for the promoter to make. * * * ti. p WpI. 

hngiton way is to share the profits with every individual stockholder 

k . r / le , r j wa ? n ° Promoter’s rake-off other than that shared 
by the stockholders in the several corporations. 

Success, April, 1908: 

The strongest statement ever made by a promoter: I pledge vou 
my word of honor as a man that I have arrived at that pointfn the 
promotion business where my desire to build up the fairest most 
equitable and ablest conducted investment business in the West and 
to honestly and earnestly represent the man who intrusts me ’with 
his money, is infinitely greater than the desire to make a few dol¬ 
lars for myself. *• * * Neither did I receive one share of pro¬ 

motion stock from either of those companies, but bought and paid 

for all the stock I have in those companies on the same basis as the 
smaller stockholders in the company. 98 me 

7—2118a 
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Daily Mining Record. January 18, 1908: 

The big feature of the entire Wellington System is that no one 
corporation can detract from another. 

Mining Investor, September 16, 1907: 

This is the principle which President Degge has applied to the 
\\ ellington System: He has taken his profits only on the same basis 
as other shareholders. 

Mining Investor. April 9, 1906: 

The Wellington Association has no special deals, no blind pools, 
no special schemes. The management represents the Association 
in and out of season. Our every effort is given to upbuilding the As¬ 
sociation. 

Daily Mining Record, April 13, 1907: 

Mr. Degge’s success is consequent to the success of his companies, 
for there is no rake-off or fat blocks of promotion stock to go into 
his private safe. Here we have the square deal ideally carried out. 

The facts stated in this memorandum show that these and like 
statements contained in the advertisements and circulars of this 
person are absolutely false, and made fraudulently with intent to de¬ 
ceive and defraud those foolish enough to give them faith and act 
thereon. 

At the hearing, when these facts were brought out against 

89 him, Mr. Degge made no denial of them. He scarcely at¬ 
tempted any explanation or justification, except in connec¬ 
tion with his general plea that despite the profits he has secured from 
the subsidiary companies he believes the properties which he has 
sold them will still produce a profit. 

The precise share of the dividends of the Association that have 
been received by Mr. Degge and his family is not known, nor has 
Mr. Degge offered to advise me, neither has he done so. As nearly 
as it can be figured, it is at least approximately $20,000.00, as will 
appear from the following: 

The audit of the Continental Audit Company shows that 39,700 
shares of preferred stock were issued at the organization, and that up 
to June 30, 1908, 115,720 shares of preferred stock had been issued 
at par, $1, making a total of 155,420 shares then outstanding. On 
November 18, 1908, Mr. Degge advised the Inspectors that there 
were then outstanding 156,020 shares of preferred stock. He fur¬ 
ther stated that the preference of the preferred stock was that it was 
entitled to 12 per cent dividends before the common stock received 
anything fo? live years from the organization of the company, or 
through the year 1909, after which time the common and preferred 
stock would share equally in any dividends that might be paid. 
While dividends of more than 12 per cent per year have been paid, 
Mr. Degge stated at the hearing that none of the common stock, all 
of which that has been issued is held by his wife, has par- 

90 ticipated in dividends. The dividends" distributed up to 
June 30. 1908, amounted to $58,205.55, and if either 155,420 
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or 156,020 shares participated the dividend would be onlv » little 

«■'» <&A2$1LSi % 

th^nnlfr c aim ,t d tb ?. Inspectors that preferred stock was «old^o 

fiSs*^ftaiwir3 

rasa rtf: i ftzss 

been 79 '' lenr,s P ald b £ the Association up to the Fall of 1908 have 
been 72 per cent on the preferred stock of the Association tlmt no. 
lcipated as advertised, then the dividend received bv Mr Degge and 
his fomdy on their 31,250 shares of preferred stock has been 

ferred"stock t^buThTh ? 8 H 

received at least $18,000’on the 25 M0 sfehafhavete'I'held 
famd' b ® ™ b' a n 1 z « • 1 o 11 , a n d depending upon the time that he and his 
thSi y v, *i!r 6 secured the °*her preferred stock which now makes 
$22,500' g$ 31 250 ?hares - has reived upwards 

Whe ^rdrt^ hea 7 f th M the P0rti0n of the dividends 
91 amoiints W a "d f »m>ly aggregated at least these 

1 amounts, Mr. Degge neither denied it nor offered to show 

what he actually has received. His attorney instead merelv 

instea'd ditid^d . fact tbat Mr De 88 e did not take it all himself, but 
instead divided it with the others to whom he had sold Uwi fl iion 

Stock, showed absence of intent to defraud. The answer I think ^ 

R “ n iJ; hat ^ Ir - ^ e F? e s Plan to enrich himself through the Associa! 

f r on J the subsidiary companies either came to him after hehad 
organized and sold some stock in the Association, or else he feared 

to K 11 ?^ direct to himself as an individual and sought 
to make the diversion to himself indirect and onlv partlv to his 

benefit, so as to render his purpose difficult of proof and he' nerhaDs 
apprehended more easy to defend. pernaps 

In addition to his dividends on stockholdings, Mr. Deo-tre each 
month pays to himself from the Association a salary of $250 00 
Since the audit of June 30. 1908. which showed dividends na .,1 
amounting to $58,205.55. the statements published bv Mr Degge in 
his .Tanuary-Februarv, 1909, issue of “Success” show that th W 
elation paid a dividend of $6295.30 the last half of 1908 and de 

an re i0°1909^ m These d ? 9 ’d 8 ' a divid< ’ nd of $7 ' H20M “Paid Tanu 
a / V 11 ’ ! f . 'T dividends are announced with great flourish 

of trumpets calculated to inspire further investments in stock of^he 

subsidimy companies. The dividend of December 31 however »!! 

paid January 10, 1909” (although the announcement in “Success” 

does not so state) in “scrip,” payable December 31, 1909 “or 

92 receivable as cash at any time as payment on account of stock 

vertised Pric? PUrchaSed fr0m the System at the Ad- 
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Cost of Financing Not in Excess of 25%, and 75% Invested for 

Benefit of Purchasers of Stock . 

Another inducement advertised prominently concerns the claim 
that Mr. Degge finances companies promoted by him at a cost of 25 
per cent, and that the other 75 per cent is judiciously invested for the 
benefit of stockholders, three-fourths in real estate propositions and 
one-fourth in mining enterprises. He has always made a consider¬ 
able feature of this, advertising it as a great superiority of his sys¬ 
tem over others and perpetually holding it out as an inducement to 
the public to invest in his promotions. Examples of these represen¬ 
tations are found in the following extracts: 

Success, November, 1908: 

By reason of the great confidence which the investing public gen¬ 
erally has shown in the Wellington System, we have been enabled to 
finance these companies at a total cost of 25 per cent, said 25 per 
cent covering every possible expense, including salaries of clerical 
help, advertising, printing, office rent, postage, and every possible 
expense. 

Financial Review, September 1, 1908: 

Instead of charging from 40 to 75 per cent for financing com¬ 
panies, the Wellington System, by reason of its capable management, 
its fairness and equity to its stockholders, is enabled to finance its 
companies at the remarkably low cost of 25 per cent. 

The Wellington System provides for the investment of 75 per 
cent of all the money received for stock in safe real estate invest¬ 
ments and irrigation enterprises. * * * The remaining 25 per 

cent is used intelligently in securing and developing the very best 
mining properties. 

In regard to the cost of financing the promotions made by Mr. 
W. W. Degge, the audit of the Continental Audit Company fur¬ 
nished the following particulars: 
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Wellington Association. 


Money raised. Expense of raising. 

r Expense. $26,722.77 

Salaries. 17,284.95 

Advertising. 59,520.05 

$115,720.00 < Commission. 8,945.98 

Eent. ’ 15^50 

, $112,489.26 

Percentage of Cost, 97 %. 

Wellington Investment Co. 

Money raised. Expense of raising. 

f Expense and in- Money raised by the 

I corporation. $110.00 three companies of 

$78,058.00 7 Commissions, 25 % the “ System,” $ 375 ,- 

to Association... 15,611.60 ( 422.00, at aggregate 

-cost of $174,719.56, 

l $15,721.60 or from 46 % to 47 %. 

Percentage of Cost, 20 %. 

Wellington Development Co. 

Money raised. Expense of raising. 

f Expense. $1,097.70 

Commissions, 25 % 

$181,644.00<[ to Association... 45,411.00 

$46,508.70 

Percentage of Cost, 25%. 

It will be noted that no advertising expense is charged against the 
Wellington Investment Company or the Wellington Development 
Company, although this item is found charged against everv other 
company Both the Investment and the DevelopmentTmpani® 
were heavily advertised and circularized. This cost, therefore, P mU st 

-on nfi^ en K W j n the l4 T mended under “Advertising, 
$09,520.06 charged against the Association. Consequently the 
average cost of financing the several companies of the system is from 
46 to 47 per cent, as against the advertised statement of Mr Decee 
that it is not over 25 per cent. * *** 

94 The other companies included in the audit have been 

financed at a cost of from 63 to 139 per cent, as follows: 


Money raised by the 
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Amount 

raised. 

: Expenses of advertising by which stock 
was sold, all borne by subsidiary 
company. 

i _ . 

25% com¬ 
mission to 
Association 
for selling 
stock, clear 
of expenses. 

Total cost of 
raising. 


Goldfield Mining Company. 


$18,992.90 

' 

Expense. $5,174.71 $4,748.22 

Advertising. 5,556.67 

$10,731.38 1 

Manhattan Chief (j. M. Company. 

$15,479.60 

81% 

$11,386.25 

Expense. $1,320.58 

Advertising. 3,014.80 

$4,335.38 

$2,846.56 

$7,181.94 

63% 


Midway Mines and Town Company. 


$1,582.50 

Expense. 

Advertising. 

. $1,020.42 

. 776.40 

$395.62 

$2,192.44 

137% 



$1,796.82 


$2,750.00 

* 

Expense. 

Advertising.. 

Realty Company. 

. $2,640.54 

. 490.27 

$687.50 

$3,818.31 

139% 

1 

1 


$3,130.81 

1 

$34,711.65 


$19,994.39 

$8,677.90 

$28,672.29 


From this it will be seen that it cost the subsidiary companies 
$28,672.29 to raise $34,711.65 for their treasuries, or a percentage of 
about 82%. 

Mr. Degge’s attorney stated for him at the hearing that 
95 when Mr. Degge advertised that the cost of financing the 
Wellington promotions was not in excess of 25% he did not 
have in mind these earlier promotions but intended the statement to 
— the cases of the Development and Investment companies. No 
such qualification, however, is to be found in the published state¬ 
ments. 

In the cases of the Development and Investment companies the 
Association’s commission included the expenses of selling the stock, 
but in all other instances the Association has charged all the ex¬ 
penses of the sale up to the subsidiary company and in addition 
taken 25% of the total amount raised as its net profit, despite the 













FRANK H. HITCHCOCK, ETC. gg 

fnct that both the parent and the subsidiary companies were under 

investor'shaired 

s •s H rrr.£atvrta^7s,v« x?r ^ 

one except to the Association, which Jilted X great share of The 
money raised for its expenses and commissions and left hut »„ 

prove C i n tWnk 0U thaT i the' VhiCh ‘° develop the P ro Perties, which facts 

96 iary company has' not'tll t in vested'fir its 'benethi 
tofore slated an i' tlIne ?.f , clalm e^ '* apparent from the facts here- 

nutetS; Sb l he 

sidiar\^' lbl '””^ P^^te'benefit'and^^^it^hey'pjdd to Uie^sulv 

sion a 7hSJhTDeve?^ 

retained all of the remainder for their private profit ' " d 

Mining Investments Successful. 

:£ra;z.s. p f'C: 

Financial Review, September 1, 1908: 

w fT e - ve . ar : s this enterprise was conceived by Mr. Deese It 

in * G ' on ^ ina to enlist the money of the stockholder® 

n mining properties. Not the theoretical and vi®ionarv rlain fn? 
the over-enthusiastic prospector, who always sees in his own lftt?! 
hole in the ground the Eldorado of the world hi in llo* a 
mines in actual operation and whlh had ituallv proven'Zr 
value, and winch only needed a little money to become dividend 

Several valuable properties were secured and the dividends after 

o 7 a, i’ ‘£ e ,°" e ^ eat tart, began to roll into the pockets of th^e 
9 '' ho h°d become a part of the great Wellington System The 

were getting, but Mr. De£ge ^ n T He wan^ o^Te'oml 
faster. Mines were all right, but the money came too slow toTdt 

b nroal estate fmestmen? ^ ° ther fie ' dS ' a " d f ° l,nd what he 
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So Mr. Degge launched into real estate. But he did not quit the 
mining business. Today his system owns much valuable land in 
several of the Nevada mining districts. 

The Mining Investor, July 8, 1907: 

The Wellington System owns outright some of the most substan¬ 
tial mining interests in Nevada and Colorado. These are from time 
to time yielding splendid profit to the shareholders. 

At the hearing the Inspectors stated that so far all of Mr. Degge’s 
mining ventures have been total failures and all are now closed 
down, and that “Mr. Degge stated to us (the Inspectors) that he had 
never promoted or been connected with any mining enterprise that 
has produced sufficient revenue to pay the cost of development; that 
only two such mines, his recent ventures, had ever produced any 
ore, one—the Mammoth—producing after an expenditure of $71,- 
615.11 ore of a gross value of about $2,700.00, and the other—the 
Tri-Metallic Co., of Montezuma, Nevada,—producing only a few 
hundred dollars’ worth of samples, and that practically all the money 
put into mining companies promoted or managed by him had been 
lost to investors.” The Mammoth mine was abandoned the Fall of 
1907, and the Tri-Met/al-ic has now closed down, and about a year 
ago workmen’s liens were filed against it, Mr. Degge’s attorney, how¬ 
ever, stated these liens have been paid off, although not removed 
of record to save that expense. The only assets of the Goldfield, 
Manhattan and Midway companies are the Nevada mining 
98 claims which were sold to each of these companies at the time 
each was organized under the plan related on page 37. At 
the time these properties were so acquired by each of these subsidiary 
companies they were undeveloped claims. They were not “claims 
and mines in actual operation and which had actually proven their 
value, and which only needed a little money to become dividend 
pavers,” and it Ls not true that “dividends, after all, the one great 
test, began to roll into the pockets of those who had become a part of 
the great Wellington System.” So far as shown these properties 
have never earned anything, nor shown any value, and are now 
closed down. None of these facts were denied by Mr. Degge at the 
hearing. 

The mining claims sold by the Association to the Development 
and Investment companies at the time of their organization were 
likewise undeveloped or prospect properties which so far have pro¬ 
duced no revenue whatever. At the hearing Mr. Degge made no 
endeavor to show value in any of these particulars, or that the above 
statements are not in all respects correct. 

The statement in the “Mining Investor” of July 8, 1907, that 
“the Wellington System owns outright some of the most substantial 
mining interests in Nevada and Colorado” and that “these are from 
time to time yielding splendid profit to the shareholders” are abso¬ 
lute untruths. No mining property ever held by any of these 
various companies has ever produced for them, nor are they 
doing so now, “splendid” or any other kind of “profits,” but ail 
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n Ji n ? t attempted to controvert, anv of these f«et« Th* 

Deal* Disclosed. 

In his defense at the hearing Mr Deetre claimed thn* r * 

Srr'w^tfeSSSfis 

SStaS.ta?teri{s £zn ir 

s iSSS 

Tunn \ ° f , hlS P r ^ rn °tion magazine, “Success,” 0 f February Mav 

June August and November, 1008, and February and Wif’ ion*’ 
and July and December ion* „,J * euruaiy ana April, 1906, 

“Todav ” \vi th th* ’ * to an un(J ated circular entitled 

nnt fnrfb 6 * 1 forc f^ to make by the controversy mentioned have been 
f“ / orth su ^ h vagiie and evasive manner as to be calculated to 

Mr. D egg ex Reputation. 

In answering these charges Mr. Degge has soueht <n «hnw +w u* 
is a man of standing and good reputatfon. Thereco^ds^f tidsDe 
partment show that in January, 1898, Mr. Degge was removed from 

?* ?®T f0,k * Virginia "for embeXment o 
•?o,528.24 of the funds of that post, office. Of that amount his 

“f, '^ re P 0h,hged t0 pav ; $4 - 864 ' 98 - The defalcation was made 
good to the Government and Mr. Degge was not prosecuted w! 

thereupon moved to Colorado and since then, the Inspectors state 

has been engaged in such promotions as are here shorn ’ 

No effort has been made in the preparation of this memorandum 

to cover all the business transactions of these various companies W 

to state the probab e values of all the properties which’ Mr 

1 has accumulated in the course of these promotions 

8—2116a W ° U * 8 memoran dum to unneceCy 
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length. The effort has been to state as briefly as possible, and yet 
with sufficient fullness to outline clearly the character of the matters 
touched upon, the chief manipulations and transactions of Mr. 
Degge in the furtherance of what it is believed has been a fraudulent 
scheme conceived and operated by him. Consequently this memo¬ 
randum should not be understood as covering everything that has 
transpired with relation to these companies. 

Any argument on the facts in this case seems uncalled for. Their 
reading irresistibly forces the conviction, I think, that in the matters 
here described Mr. Degge has conceived and conducted an elaborate 
scheme to defraud the stockholders of his subsidiary companies and 
to enrich himself and his inside company, the Wellington Associa¬ 
tion, (greatly to his benefit) by securing and maintaining control 
of the management of the affairs of all of the various companies in 
his hands, and using that situation for the purpose of carrying 
through the deals and manipulations calculated to enrich himself 
and his Association at the expense of the stockholders of the subsid¬ 
iary companies. 

I find that said W. W. Degge, under his own hand and also under 
the several names of Wellington Association, Wellington Develop¬ 
ment Company, Wellington Investment Company, and Wellington 
System, is engaged in operating and conducting a scheme for obtain¬ 
ing money through the mails by means of false and fraud- 

102 ulent pretenses, representations and promises, in violation of 
Sections 3929 and 4041 of the Revised Statute.-' of the United 

States, and I recommend that a “fraud order” be issued against said 
W. W. Degge, the Wellington Association, the Wellington Develop¬ 
ment Company, the Wellington Investment Company, and the Wel¬ 
lington System, and their Officers and Agents as such, at Boulder, 
Colorado. 

R. P. GOODWIN. 
Assistant Attorney General. 

103 Supreme Court of the District of Columbia. 

Monday, December 20, 1909. 

Session resumed pursuant to adjournment, Mr. Justice Wright 
presiding. 

* * * * * * * 

At Law. No. 52210. 

Mytton Maury, Thomas E. Irvine, O. J. Watrous, John A. 
Webber, J. R. Anders, W. J. Marion, O. M. Webster, C. S. Clason, 
A. S. Stewart, H. C. Sargent, F. E. Ray, Sarah II. Woolston, 
John A. Thompson, W. T. Marsh, and 1340 Others, Petitioners. 

vs. 

Frank H. Hitchcock, as Postmaster General of the United States, 

Respondent. 

Now come here as well the petitioners by their Attorney Mr. O. A. 
Erdman, as the respondent by his Attorney Mr. D. W. Baker, U. S. 
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HH«n ne «,i "} lere 1 | , P on > this «“«*•' t omes on to be heard upon the pe- 

hiin ’ e j to c ® use > and answer of respondent and havmL 
been argued and submitted, it is by the Court ordered that said ndf 
to show cause be, and it is hereby discharged thp noting A' • j 6 

lfu From the foregoing the petitioners, by their Attorney in 
104 C rTl n °^ an a Pf^ al to the Court of Appeals of the Dis! 

aria,?* ,pp ”' “ ^ in ""■JK™ t'„a 

Memorandum. 

December 21, 1909,-Appeal bond approved and filed. 

Di ™ tinn * •<> Clerk for Preparation of Transcript of Record. 

Filed December 21, 1909. 

In the Supreme Court of the District of Columbia, the 21st Day of 

December, 1909. 

At Law. No. 52210. 

Mytton Maury et al. 
vs. 

Frank H. Hitchcock, etc. 

i T u e 9l er ^ Court will prepare transcript for District nf c 

B - 

0. A. ERDMAN, 

Attorney for Petitioners. 


105 


Supreme Court of the District of Columbia. 


Unitep States of America, 

District of Columbia, ss: 

I, John R. Young, Clerk of the Supreme Court of the District of 

^i U Wh’iT y C T' u y the fore S oi "g P»ges numbered from 1 to 
104, both inclusive, to be a true and correct transcript of thp repn, 1 

according to directions of counsel herein filed codv of whir 

made part of this transcript, in cause No. 52210 at^Law wherein 

Mytton Maury, et als. are Petitioners and Prank H Hitchenni- 

Postmaster-General of the United States is Respondent Is the L’ “ 

remains upon the files and of record in said Court. th e 

In testimony whereof, I hereunto subscribe my name and affix the 
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seal of said Court, at the City of Washington, in said District this 
7th day of February, A. D. 1910. 

[Seal Supreme Court of the District of Columbia.] 

JOHN R. YOUNG, Clerk. 


106 In the Court of Appeals of the District of Columbia. 

At Law. No. 2115. 

W. W. Degge et al., Appellants. 

vs. 

Fr ank H. Hitchcock, as Postmaster General. Appellee. 

At Law. No. 2116. 

Mytton Maury et al., Appellants, 

vs. 

•• V-v Frank H.; Hitchcock, as Postmaster General. Appellee. 

• 

• % . -<• j " Stipulation. 

, \ 

It is hereby, stipulated and agreed by and between counsel for the 
appellants and th£ appellee, respectively, in the above entitled causes, 
that the said causes may be consolidated for hearing and argument 
in this Court, and that one set of briefs shall suffice for the two 
causes. 

WALTER B. GUY, 

Attorney for Appellants. 
DANIEL W. BAKER, 

U. S. Att’y, D. C., 
REGINALD S. HUIDEKOPER, 

Ass’t U. S. Att’y, D. C., 
Attorneys for Appellee. 

(Endorsed:) Nos. 2115 & 2116. W. W. Degge et al., Appellants, 
vs. Frank H. Hitchcock, as Postmaster General, and Mytton Maury 
et al., Appellants, vs. Frank H. Hitchcock, as Postmaster General. 
Stipulation to hear together. Court of Appeals, District of Co¬ 
lumbia. Filed Mar. 1, 1910. Henry W. Hodges, Clerk. 

Endorsed on cover: District of Columbia Supreme Court. No. 
2116. Mytton Maury et al., appellants, vs. Frank H. Hitchcock, as 
Postmaster General of the United States. Court of Appeals. District 
of Columbia. Filed Feb. 7, 1910. Henry W. Hodges, clerk. 























